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Independent Auditor’s Report
/ Ernst & Young
27/F, One Taikoo Place
979 King's Road
EY&* Quarry Bay, Hong Kong

To the members of Bank of China (Hong Kong) Limited
(Incorporated in Hong Kong with limited liability)

Opinion

We have audited the consolidated financial statements of Bank of China (Hong Kong) Limited (the “Bank”) and its subsidiaries (the
“Group”) set out on pages 64 to 317, which comprise the consolidated balance sheet as at 31 December 2025, and the consolidated
income statement, the consolidated statement of comprehensive income, the consolidated statement of changes in equity and the
consolidated cash flow statement for the year then ended, and notes to the consolidated financial statements, including material
accounting policy information.

In our opinion, the consolidated financial statements give a true and fair view of the consolidated financial position of the Group as at
31 December 2025, and of its consolidated financial performance and its consolidated cash flows for the year then ended in
accordance with HKFRS Accounting Standards as issued by the Hong Kong Institute of Certified Public Accountants (*HKICPA") and
have been properly prepared in compliance with the Hong Kong Companies Ordinance.

Basis for opinion

We conducted our audit in accordance with Hong Kong Standards on Auditing (*HKSAs") as issued by the HKICPA. Our responsibilities
under those standards are further described in the Auditor’s responsibilities for the audit of the consolidated financial statements
section of our report. We are independent of the Group in accordance with the HKICPA's Code of Ethics for Professional Accountants
(the “Code”), as applicable to audits of financial statements of public interest entities. We have also fulfilled our other ethical
responsibilities in accordance with the Code. We believe that the audit evidence we have obtained is sufficient and appropriate to
provide a basis for our opinion.

. B
Key audit matters v [ -r.‘\m

Key audit matters are those matters that, in our professional judgement, were of m
financial statements of the current period. These matters were addressed in the

statements as a whole, and in forming our opinion thereon, and we do not provj e\a-‘ae;nﬁii ﬁ}%t?‘i
matter below, our description of how our audit addressed the matter is provided i thut ontext .“;*}

We have fulfilled the responsibilities described in the Auditor's responsibilities fe
section of our report, including in relation to these matters. Accordingly, our audit i
respond to our assessment of the risks of material misstatement of the consolida
procedures, including the procedures performed to address the matters below, pr
accompanying consolidated financial statements.,
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Independent Auditor’s Report (continued)

Key audit matter

| How our audit addressed the key audit matter

Measurement of expected credit loss (“ECL”) for advances to customers

Refer to material accounting policies in Note 2.14, critical
estimates and judgements in applying accounting policies in
Note 3.1, and disclosures on credit risk, net charge of
impairment allowances and loan impairment allowances in
Note 4.1, Note 12 and Note 23 to the financial statements.

As at 31 December 2025, the Group reported total gross
advances to customers amounted to HK$1,718,197 million,
representing 40.4% of total assets and the impairment
allowance for advances to customers amounted to HK$18,760
million, representing 96.0% of the total impairment allowance
on financial instruments.

The Group has adopted a forward-looking expected-loss
impairment model to recognise the expected credit losses
(“ECL”) of its advances to customers. The assessment of credit
risk and the measurement of ECL are required to be based on
unbiased and probability-weighted possible outcomes, and
reasonable and supportable information at the reporting date
about past events, current conditions and forecasts of future
economic conditions. Significant management judgements
and estimates are involved in the development and the
application of models and the choices of inputs in the
calculation of ECL, including:

1) segmentation of financial assets according to credit risk
characteristics;

estimation of probability of defaults, loss given defaults,
exposure at defaults and macroeconomic factor forecasts;
criteria on significant increase in credit risk; and

selection of forward-looking macroeconomic scenarios
and their probability weightings;

2)

3)
4)

For Stage 3 advances to customers, management judgement
is required to determine the probability of multiple scenarios
and estimate the impact that the uncertainties observed in
current economic environment may have on these exit
strategies, the time required to collect and collateral valuation.

In view of the significance of the impairment allowance
recorded by the Group and the management judgements and
estimates involved, the impairment assessment of advances
to customers are considered a key audit matter.

We obtained an understanding of the Group’s credit management
policies and procedures and evaluated the Group’s impairment
methodology, including the management judgement over the
segmentation of portfolio, the criteria on significant credit
deterioration and the measurement approach of expected credit
losses.

We tested the design and operating effectiveness of the key
controls over the systems and processes of credit assessment,
loan classification, stage classification and calculation of
impairment allowances. Our control testing on the loan
impairment process included an evaluation of the governance in
respect of the use of economic scenarios and the system
interfaces of inputs or other data sources such as internal loan
gradings and probability of default.

We adopted a risk-based sampling approach for our loan review
procedures. We selected samples based on risk characteristics
of individual items including the industry (including loans granted
to Mainland property developers and local commercial real estate
developers and investors), internal loan grading and past due
history. We formed an independent view on the loan staging
through reviewing the selected borrowers’ detailed information
such as their financial performance, recoverable cash flows,
valuation of collaterals and other available information.

We performed testing on the accuracy of the data used in the ECL
calculation as at 31 December 2025 by comparing the individual
loan data to the relevant data source on a sample basis;
evaluating the calculation logic and data processing and
recomputing a sample of management’s calculation of the
impairment allowance.

We engaged our modelling specialists in evaluating the
impairment methodology and model enhancements. We
assessed the appropriateness of the ECL model used by
management in determining impairment allowances, including
application of forward-looking macroeconomic scenarios, and
evaluated the key parameters and assumptions adopted in the
model. The key parameters and assumptions included ECL
stages, probability of default, loss given default, exposure at
default, and probability weighted economic scenarios.
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Independent Auditor’s Report (continued)

Key audit matter

How our audit addressed the key audit matter

For loans and advances classified as Stage 3, we recalculated
the impairment allowance by reviewing inputs such as future
recoverable cash flows and valuation of collateral on a sample
basis.

We also assessed the adequacy of disclosures for compliance
with the relevant accounting standards related to disclosures on
credit risk in Note 4.1 to the financial statements.

Valuation of level 3 financial instruments measured at fair value

Refer to material accounting policies in Note 2.12, critical
estimates and judgements in applying accounting policies in
Note 3.2, and disclosures on fair values of financial
instruments in Note 5.1 to the financial statements.

As at 31 December 2025, the Group’s financial assets
measured at fair value amounted to HK$ 1,449,282 million,
representing 34.0% of the Group’s total assets. The Group’s
financial assets measured at fair
categorised within level 3 amounted to HK$3,935 million,
representing 0.3% of the Group’s financial assets measured
at fair value.

value which were

The Group has applied valuation techniques to determine the
fair value of financial instruments that are not quoted in active
markets. These valuation techniques, in particular those
requiring  significant  unobservable inputs,
management using judgements and assumptions. With
different data input, assumptions and modelling techniques
applied, the valuation results can vary significantly.

involve

Financial instruments which had significant unobservable
inputs in the valuation were categorised within level 3 of the
fair value hierarchy. Higher degree of uncertainty was
involved in valuation of financial instruments categorised
within level 3 of the fair value hierarchy.

In view of the significance of the higher degree of uncertainty
was involved in valuation of financial instruments categorised
within level 3, the valuation of level 3 financial instruments
measured at fair value are considered a key audit matter.

We evaluated and tested the design and operating effectiveness
of key controls related to the valuation of financial instruments
categorised within level 3, including validation and approval of
valuation models and assumptions, review and approval of
valuation results, and back-testing on valuation results and
assumptions.

We performed the following substantive procedures on financial
instruments categorised within level 3 on a sampling basis:

* In respect of unlisted equity securities, we involved our
specialists in evaluating the data inputs,
assumptions and modelling techniques, through comparison
with valuation techniques that are commonly used in the
market, and validation of inputs against external market data.

valuation

We also assessed the adequacy of disclosures for compliance
with the relevant accounting standards related to the fair value
disclosures in Note 5.1 to the financial statements.
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Independent Auditor’s Report (continued)

Other information included in the Annual Report
The directors of the Bank are responsible for the other information. The other information comprises the information included in the
Annual Report, other than the consolidated financial statements and our auditor’s report thereon.

Our opinion on the consolidated financial statements does not cover the other information and we do not express any form of assurance
conclusion thereon.

In connection with our audit of the consolidated financial statements, our responsibility is to read the other information and, in doing
so, consider whether the other information is materially inconsistent with the consolidated financial statements or our knowledge
obtained in the audit or otherwise appears to be materially misstated. If, based on the work we have performed, we conclude that
there is a material misstatement of this other information, we are required to report that fact. We have nothing to report in this regard.

Responsibilities of the directors for the consolidated financial statements

The directors of the Bank are responsible for the preparation of the consolidated financial statements that give a true and fair view in
accordance with HKFRS Accounting Standards as issued by the HKICPA and the Hong Kong Companies Ordinance, and for such
internal control as the directors determine is necessary to enable the preparation of consolidated financial statements that are free
from material misstatement, whether due to fraud or error.

In preparing the consolidated financial statements, the directors of the Bank are responsible for assessing the Group’s ability to
continue as a going concern, disclosing, as applicable, matters related to going concern and using the going concern basis of
accounting unless the directors of the Bank either intend to liquidate the Group or to cease operations or have no realistic alternative
but to do so.

The directors of the Bank are assisted by the Audit Committee in discharging their responsibilities for overseeing the Group’s financial
reporting process.

Auditor’s responsibilities for the audit of the consolidated financial statements

Our objectives are to obtain reasonable assurance about whether the consolidated financial statements as a whole are free from
material misstatement, whether due to fraud or error, and to issue an auditor’s report that includes our opinion. Our report is made
solely to you, as a body, in accordance with section 405 of the Hong Kong Companies Ordinance, and for no other purpose. We do
not assume responsibility towards or accept liability to any other person for the contents of this report.

Reasonable assurance is a high level of assurance, but is not a guarantee that an audit conducted in accordance with HKSAs will
always detect a material misstatement when it exists. Misstatements can arise from fraud or error and are considered material if,
individually or in the aggregate, they could reasonably be expected to influence the economic decisions of users taken on the basis of
these consolidated financial statements.
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Independent Auditor’s Report (continued)

As part of an audit in accordance with HKSAs, we exercise professional judgement and maintain professional scepticism throughout
the audit. We also:

. Identify and assess the risks of material misstatement of the consolidated financial statements, whether due to fraud or error,
design and perform audit procedures responsive to those risks, and obtain audit evidence that is sufficient and appropriate to
provide a basis for our opinion. The risk of not detecting a material misstatement resulting from fraud is higher than for one
resulting from error, as fraud may involve collusion, forgery, intentional omissions, misrepresentations, or the override of internal
control.

. Obtain an understanding of internal control relevant to the audit in order to design audit procedures that are appropriate in the
circumstances, but not for the purpose of expressing an opinion on the effectiveness of the Group’s internal control.

. Evaluate the appropriateness of accounting policies used and the reasonableness of accounting estimates and related
disclosures made by the directors.

e Conclude on the appropriateness of the directors’ use of the going concern basis of accounting and, based on the audit evidence
obtained, whether a material uncertainty exists related to events or conditions that may cast significant doubt on the Group’s
ability to continue as a going concern. If we conclude that a material uncertainty exists, we are required to draw attention in our
auditor’s report to the related disclosures in the consolidated financial statements or, if such disclosures are inadequate, to
modify our opinion. Our conclusions are based on the audit evidence obtained up to the date of our auditor’s report. However,
future events or conditions may cause the Group to cease to continue as a going concern.

e  Evaluate the overall presentation, structure and content of the consolidated financial statements, including the disclosures, and
whether the consolidated financial statements represent the underlying transactions and events in a manner that achieves fair
presentation.

. Plan and perform the group audit to obtain sufficient appropriate audit evidence regarding the financial information of the entities
or business units within the Group as a basis for forming an opinion on the consolidated financial statements. We are responsible
for the direction, supervision and review of the audit work performed for purposes of the group audit. We remain solely
responsible for our audit opinion.

We communicate with the Audit Committee regarding, among other matters, the planned scope and timing of the audit and significant
audit findings, including any significant deficiencies in internal control that we identify during our audit.

We also provide the Audit Committee with a statement that we have complied with relevant ethical requirements regarding
independence and to communicate with them all relationships and other matters that may reasonably be thought to bear on our
independence, and where applicable, actions taken to eliminate threats or safeguards applied.

From the matters communicated with the Audit Committee, we determine those matters that were of most significance in the audit of
the consolidated financial statements of the current period and are therefore the key audit matters. We describe these matters in our
auditor’s report unless law or regulation precludes public disclosure about the matter or when, in extremely rare circumstances, we
determine that a matter should not be communicated in our report because the adverse consequences of doing so would reasonably
be expected to outweigh the public interest benefits of such communication.

The engagement partner on the audit resulting in this independent auditor’s report is Mr. Huen Chun Man (practising certificate number:
P07029).

Ernst & Young

Certified Public Accountants
Hong Kong

30 March 2026
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Consolidated Income Statement

For the year ended 31 December

Interest income
Interest income calculated using the
effective interest method
Others
Interest expense
Net interest income
Fee and commission income
Fee and commission expense
Net fee and commission income
Net trading gain
Net loss on other financial instruments at fair
value through profit or loss
Net loss on other financial instruments

Other operating income

Net operating income before impairment
allowances
Net charge of impairment allowances

Net operating income
Operating expenses

Operating profit

Net loss from disposal of/fair value adjustments

on investment properties

Net loss from properties, plant and equipment
and other assets

Share of results after tax of associates and
joint ventures

Profit before taxation
Taxation

Profit for the year
Profit attributable to:

Equity holders of the Bank
Non-controlling interests

The notes on pages 72 to 317 are an integral part of these financial statements.

64

By
Notes 2025 2024
BHEAT BHE I
HK$’m HK$'m
115,096 134,475
112,303 127,838,
2,793 6,637
(67,445) (87,140)
6 47,651 47,335
18,617 15,852
(3,855) (3,403)
7 14,762 12,449
8 16,578 13,101
9 (413) (384)
10 (1,227) (1,293)
1 528 573
77,879 71,781
12 (8,303) (5,071)
69,576 66,710
13 (18,501) (17,838)
51,075 48,872
14 (1,663) (1,540)
15 (342) (313)
25 12 (11)
49,082 47,008
16 (7,772) (7,822)
41,310 39,186
41,128 38,979
182 207
41,310 39,186
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Consolidated Statement of Comprehensive Income

{5
For the year ended 31 December Notes 2025 2024
ETEAT ENNED
HK$’'m HK$'m
Profit for the year 41,310 39,186
Items that will not be reclassified subsequently
to income statement:
Premises:
Revaluation of premises 27 (3,499) (2,525)
Related tax impact 34 655 515
(2,844) (2,010)
Equity instruments at fair value through other
comprehensive income:
Change in fair value 105 336
Related tax impact (20) (22)
85 314
Actuarial gain on retirement benefit plans - 3
(2,759) (1,693)
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SEEmIRER (88) Consolidated Statement of Comprehensive Income

(continued)
(S
HE 12 A 31 HibFpE For the year ended 31 December Notes 2025 2024
BHEAT VI IREWAIY
HK$’'m HK$'m
HEA EH BB R N M Items that may be reclassified subsequently to
TiH income statement:
PAA SR AR A T N oAt 42 THI Advances and other accounts at fair value
WL e 22 DR e A U T« through other comprehensive income:
VAL /. (BF Change in impairment allowances
i) sk charged/(credited) to income statement 12 6 (23)
PAA PR AR AL T N oAt 42 THI Debt instruments at fair value through other
Wz fids LA comprehensive income:
AR Change in fair value 4,619 (110)
TRAE AL ARG TC R A5 % Change in impairment allowances charged
to income statement 12 27 60
RIALE / e [el 2 3 3k 258 Release upon disposal/redemption
REBIRE reclassified to income statement 10 1,196 1,271
ONAER I RS Amortisation of accumulated amount of fair
WA R R B R value hedge adjustment reclassified to
income statement (84) (11)
LEESATE A Related tax impact (793) (191)
4,965 1,019
b RN Cash flow hedges 22 71 -
B T R 2 A Currency translation difference 709 (362)
5,751 634
FEBRE)E TR Other comprehensive income for the year,
net of tax 2,992 (1,059)
FEEAERE AR Total comprehensive income for the year 44,302 38,127
IR L e ST Total comprehensive income attributable to:
AT IR Equity holders of the Bank 44,120 37,920
AR A Non-controlling interests 182 207
44,302 38,127

72 & 317 W2 MHER AN 44 %& The notes on pages 72 to 317 are an integral part of these financial statements.
ZH Ry
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LRERETAMR

T12H31H

i

PEAF I 4 S AEHRAT B At <
UK 2 45 A e e AT T
PAATEARAG T A 28 2 i 7

i TR
RS BT BIX B 0 BHIE

BEK D F ALK 5

TR LB

HRE v\ Jofr B Ak B as
Bl
/RN EY R
JSEMSCRSE T 7

JBIER IR

Hofh

il

F R AT B X A A T
AT S S bR Z 173K
ESF S

DA AR T N 28 2 < R A7 5

T i T A
E-IRFEE N
ERAT RS UE SR B AR AL

A U T K #E e
LA A5 T 47 5
5 SE AR TS A5
Ja AR

F

=¥l

bS]

Consolidated Balance Sheet

5Pz
As at 31 December Notes 2025 2024
WHEHAT WEMH AT
HK$’m HK$'m
ASSETS
Cash and balances and placements with banks
and other financial institutions 20 564,646 608,395
Financial assets at fair value through profit or
loss 21 156,669 126,803
Derivative financial instruments 22 65,357 73,896
Hong Kong SAR Government certificates of
indebtedness 243,190 223,510
Advances and other accounts 23 1,707,581 1,669,683
Investment in securities 24 1,382,511 1,184,491
Interests in associates and joint ventures 25 170 158
Investment properties 26 13,056 14,569
Properties, plant and equipment 27 33,245 37,647
Current tax assets 16 27
Deferred tax assets 34 204 358
Other assets 28 90,551 71,769
Total assets 4,257,196 4,011,306
LIABILITIES
Hong Kong SAR currency notes in circulation 29 243,190 223,510
Deposits and balances from banks and other
financial institutions 348,517 350,854
Financial liabilities at fair value through profit or
loss 30 99,584 78,821
Derivative financial instruments 22 57,439 56,599
Deposits from customers 31 2,946,201 2,722,196
Debt securities and certificates of deposit in
issue 32 11,251 5,296
Other accounts and provisions 33 126,258 172,932
Current tax liabilities 6,446 6,572
Deferred tax liabilities 34 3,176 3,843
Subordinated liabilities 35 75,757 71,982
Total liabilities 3,917,819 3,692,605
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AT ABR (8

T12 7331 H

BE

&S
%

AERAT AR L o A i %

AEFE AL

RA LA

B fit S B A B

b

55 72 2 317 T MHE R AT 55tk

ZHRIRIY o

LT 2026 £ 3 A 30 Hudid

HEFE R LU A EAREE

B GE Haijiao
EE) Director

As at 31 December

EQUITY

Share capital
Reserves

Capital and reserves attributable to equity
holders of the Bank

Non-controlling interests

Total equity

Total liabilities and equity

The notes on pages 72 to 317 are an integral part of these financial statements.

Consolidated Balance Sheet (continued)

[iipan
Notes 2025 2024
WHEAT WwME G
HK$’'m HK$'m
36 43,043 43,043
296,055 275,350
339,098 318,393
279 308
339,377 318,701
4,257,196 4,011,306

Approved by the Board of Directors on 30 March 2026 and signed on behalf of the Board by:

e
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T 2024 4F1 31 H

A LA
HoAb AT A

G

PVASEEE S ATON
HoAh Al as 2
JEAL T

IRPRAR AR 5T
[hga

VAAPEAE A
Hofth 4TI AR 2
BER RS IKTT

YRR L AIN
pLENIli e
i TH

TSR

i R AR

4L EL LA T AR
TN Al A RS
AT R 2 B4k

etk
B IERLI
SRR
R4k B 57 2 etk
etk = AT B A

[i35)

T 20244124311

At 1 January 2024

Profit for the year
Other comprehensive
income:
Premises

Equity instruments at fair

value through other

comprehensive income

Actuarial gain on
retirement benefit
plans

Advances and other
accounts at fair value
through other

comprehensive income

Debt instruments at fair
value through other

comprehensive income

Currency translation
difference

Total comprehensive
income

Release upon disposal of

equity instruments at fair

value through other

comprehensive income:

Transfer
Deferred tax
Current tax

Release upon disposal of
premises

Transfer to retained
earnings

Dividends

At 31 December 2024

¥ 5 4 L5 (F m) A RAT

BANK OF CHINA (HONG KONG) LIMITED

Consolidated Statement of Changes in Equity

VA T AT IR AR
Attributable to equity holders of the Bank
it
Reserves

LA

AN i}

Al 4

BErE o R B4
@flifi%  Reserve for fiti % EEaT

A Premises financial W fiE%r  HSfE% Cashflow  FAEHF Non- AL
Share revaluation assetsat Regulatory Translation hedge Retained B controlling Total
capital reserve FVOCI reserve* reserve reserve earnings Total interests equity
WHE G WmE G WmE s WmEae WhEs mE e WhE e WmEe WmE) e mENT
HK$'m HK$'m HK$'m HK$'m HK$'m HK$'m HK$'m HK$'m HK$'m HK$'m
43,043 36,945 (1,080) 7,974 (1,882) - 219,147 304,147 291 304,438
- - - - - - 38,979 38,979 207 39,186
- (2,010) - - - - - (2,010) - (2,010)
- - 314 - - - - 314 - 314
- - - - - - 3 3 - 3
- - (23) - - - - (23) - (23)
- - 1,019 - - - - 1,019 - 1,019
- - (45) - (317) - - (362) - (362)
- (2,010) 1,265 - (317) - 38,982 37,920 207 38,127
- - 44 - - - (44) - - -
- - @) - - - - @) - @)
- - - - - - 7 7 - 7
- (6) - - - - 6 - - -
- - - (1,946) - - 1,946 - - -
- - - - - - (23,674) (23,674) (190) (23,864)
43,043 34,929 222 6,028 (2,199) - 236,370 318,393 308 318,701
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ZAMRBHNER ()

F 202541 H1H

FERERA
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JEA TR
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B A T

VAAPEZEA
PR ilisrd
55 TR

BLxt ot

LiEc et ]

i B AR
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/5353

F 2025412 1 31 H

Y BRIEEEIM SIS NS 9 SOt BB HOR(E *
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AN AT TR o

72 & 317 HZINERAM kL

VAL

Consolidated Statement of Changes in Equity (continued)

T EGITRE
Attributable to equity holders of the Bank
23
Reserves
BLAFARES
WAt AT AR
it
B REFME AL
H{Ef%% Reserve for & E =6
&% Premises financial [A¥M&*  BSIHE%L Cashflow  EHHEEF Non-  B&EREH
Share revaluation assets at Regulatory Translation hedge Retained &t controlling Total
capital reserve FVOCI reserve* reserve reserve earnings Total interests equity
wHEAT WHE/AT #HEAT WHE/AT BTEAT BTAEAT BHEAT BTEAT BREAx BHEAT
HK$’m HK$’m HK$’'m HK$’m HK$’m HK$’m HK$’'m HK$’m HK$’'m HK$’'m
At 1 January 2025 43,043 34,929 222 6,028 (2,199) - 236,370 318,393 308 318,701
Profit for the year - - - - - - 41,128 41,128 182 41,310
Other comprehensive
income:
Premises - (2,844) - - - - - (2,844) - (2,844)
Equity instruments at fair
value through other
comprehensive income - - 85 - - - - 85 - 85
Actuarial gain on
retirement benefit
plans - - - - - - - - - -
Advances and other
accounts at fair value
through other
comprehensive income - - 6 - - - - 6 - 6
Debt instruments at fair
value through other
comprehensive income - - 4,965 - - - - 4,965 - 4,965
Cash flow hedges - - - - - 71 - 71 - 7
Currency translation
difference - - 154 - 555 - - 709 - 709
Total comprehensive
income - (2,844) 5,210 - 555 71 41,128 44,120 182 44,302
Transfer to retained
earnings - - - (3,805) - - 3,805 - - -
Dividends - - - - - - (23,415) (23,415) (211) (23,626)
At 31 December 2025 43,043 32,085 5,432 2,223 (1,644) 7 257,888 339,098 279 339,377

70

The notes on pages 72 to 317 are an integral part of these financial statements.

In accordance with the requirements of the HKMA, the amounts are set aside for general banking risks, including
future losses or other unforeseeable risks, in addition to the loan impairment allowances recognised under

HKFRS 9.
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SZEehER

BE 12 A 31 HikEE

ZEVEZRERE

ErBiiaEdNes Gl /HA

ST BT
SCAY A USRI A5

For the year ended 31 December

Cash flows from operating activities

Operating cash (outflow)/inflow before
taxation

Hong Kong profits tax paid

Outside Hong Kong profits tax paid

ZEVEZIE GRID /RGP Net cash (outflow)/inflow from operating

BHIEZ HER R
WEDN. B R
ALEL L ESE L Ve TR AR

HEE BN
Ak B BB T A

WE TR
Ak BTETE B A5 it

BBl %52 LW H B

BB EZ NERE
S AERAT BAES
ST ARSI 2R S
B e J5 43 A7 A5 BT A Rt

activities

Cash flows from investing activities

Additions of properties, plant and equipment

Proceeds from disposal of properties, plant
and equipment

Additions of investment properties

Proceeds from disposal of investment
properties

Additions of intangible assets

Proceeds from disposal of intangible assets

Net cash outflow from investing activities

Cash flows from financing activities

Dividend paid to equity holders of the Bank

Dividend paid to non-controlling interests

Payment for redemption of subordinated
liabilities

Consolidated Cash Flow Statement

AT AR S A R Interest paid for subordinated liabilities
JE 12 U BTk I Proceeds from subordinated liabilities
A ARG A £ Payment of lease liabilities
BNV 552 L& H Net cash outflow from financing activities

I R A5 RV B 00T H /b

T 1A HZBl& XS5 R a5 H

TEFARF R B S R DT H FY
Al

Decrease in cash and cash equivalents

Cash and cash equivalents at 1 January

Effect of exchange rate changes on cash and
cash equivalents

T 12 A 31 Bzl RERAAEHE

Cash and cash equivalents at 31 December

SE WS Z SR E T ELE Cash flows from operating activities included

- BlFIE - interest received
- APRE - interest paid
- SR E - dividend received

5572 2 317 T2 IER A ik
IR IY -

71

ipEH
Notes 2025 2024
WHEAT wmmE AT
HK$’m HK$'m
37(a) (80,646) 13,913
(7,798) (5,365)
(766) (938)
(89,210) 7,610
(650) (1,252)
4 7
26 (145) (118)
- 1
28 (808) (889)
24 -
(1,575) (2,251)
(23,415) (23,674)
(211) (190)
37(b) (31,746) (73,045)
37(b) (1,622) (2,535)
37(b) 31,746 71,769
37(b) (533) (570)
(25,781) (28,245)
(116,566) (22,886)
647,769 685,049
14,541 (14,394)
37(c) 545,744 647,769
114,297 133,438
68,796 89,457
60 49

The notes on pages 72 to 317 are an integral part of these financial statements.
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A S5 R BHE Notes to the Financial Statements
1. FEWSH 1. Principal activities

A T 32 2 AR LR AT A The Group is principally engaged in the provision of banking and related financial services.

KZARIRS -

AARAT I — KT H W SLINA The Bank is a limited liability company incorporated in Hong Kong. The address of its
PRAFI55 AR . AR AR E registered office is 14/F, Bank of China Tower, 1 Garden Road, Hong Kong.

WEAERE 1 5 RO E 14 7%,

2. EESVBUR 2. Material accounting policies

TR SRz B The material accounting policies applied in the preparation of these consolidated financial
SUFBOR ST statements are set out below.

BRBEE A AL, %S TR These policies have been consistently applied to all the years presented, unless otherwise
e —BO S T A 5 R 2 M % stated.

fERE
2.1 SR 2.1 Basis of preparation
AREF Z G5B 55k Th% The consolidated financial statements of the Group have been prepared in accordance

WA W 1 I 2 2 AT 2 7
VI 5541 35 HE D 2 T HE U (2
R T A I 2 T 55
TR A 2 TR A
B gt HAFaEE (A
FBY ZHE.

ARERE W 554 T 4% D Sk
Ak g HERL LAl LLATE
AR AT N H At 4 THI A i 2 <
BT LA AT S
B2 S RRBE T e R (R
s TR UATE
Tk 2 5 )m s LA 51K
BB e UL B E
AR FOBR R AT IH 2 R ek
R G FUIK 2 B3 7 11 i

with HKFRS Accounting Standards (which include all applicable individual Hong Kong
Financial Reporting Standards, Hong Kong Accounting Standards (“HKASs”) and
Interpretations) issued by the Hong Kong Institute of Certified Public Accountants
(“HKICPA”) and requirements of the Hong Kong Companies Ordinance.

The consolidated financial statements have been prepared under the historical cost
convention, as modified by the revaluation of financial assets at fair value through other
comprehensive income, financial assets and financial liabilities (including derivative
financial instruments) at fair value through profit or loss, precious metals at fair value,
investment properties which are carried at fair value and premises which are carried at fair
value or revalued amount less accumulated depreciation and accumulated impairment
losses.
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WMEREHIE (82)  Notes to the Financial Statements (continued)

2. BEESTIBUR () 2. Material accounting policies (continued)
2.1 gmihEA: (8D 2.1 Basis of preparation (continued)
o B AT U IV 45 5 v U 1 The preparation of financial statements in conformity with HKFRS Accounting Standards
WET 2 61 4 S5 IR R I, 5 R requires the use of certain critical estimates. It also requires the Management to exercise
F#ET B FHZETR judgement in the process of applying the Group’s accounting policies. The areas involving
T RAARLERH . 21 BUR a higher degree of judgement or complexity, or areas where assumptions and estimates
WHE A R HIW . i & are critical to the consolidated financial statements are disclosed in Note 3.

1L 5| TN = i N 1
XERE M SR & R E KR
MR Rl SR

3.
(a) 7202541 A1 B2 (a) Amendment that is initially adopted for the financial year beginning on 1
FRRSTTHEEE KR January 2025
FZ&T
BRISEHZEE THREE
Applicable for  S5AZHMR
N financial years  Currently
BT WE beginning relevant to
Amendment Content on/after the Group
FHSTHENLE 21 5 (2E1D B2 A] g 20251 A1H &
HKAS 21 (Amendments) Lack of Exchangeability 1 January 2025 No
T 2025 &1 A 1 Hil2FFeh The amendment that is initially adopted for the financial year beginning on 1 January
B2 TR B CR A 2837 2025 is not currently relevant to the Group.
TAREESARER AL,
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i % RRIHE (B
2. EESTBOR (8)

2.1 YamlEE (8R)

(b) AT AR E M4 AR 3 o 4

2. Material accounting policies (continued)

2.1 Basis of preparation (continued)

Notes to the Financial Statements (continued)

(b) Standards, amendments and interpretation issued that are not yet mandatorily

EBREKERSER effective and have not been early adopted by the Group in 2025
T 2025 SRR FTRHPAZ
W BT KRR
RIER AR THEE
BN AT Rk Applicable for Sz HM%
financial years Currently
Standards/Amendments/ AE beginning relevant to
Interpretation Content on/after the Group
FHE S54RI 2E O 5 Al 55 SR TRy 2K Kt B BT 2026 “F1 H1H 2
RGN 7 5 (BT
HKFRS 9 and HKFRS 7 Amendments to the Classification and Measurement of 1 January 2026  Yes
(Amendments) Financial Instruments
FHEI S5 AR HE N 2E 9 5 R A I 55 A0 B AR BE VR AL LA TR 2026 “F1 H1H &
RGN 7 5 (BT
HKFRS 9 and HKFRS 7 Contracts Referencing Nature-dependent Electricity 1 January 2026  No
(Amendments)
FRHE SR A ST HHEN) 2 ABTT SE A BRI 55 41 o R D) S v U — 28 11 Wi 2026 FF1 H1H &
Amendments to HKFRS Accounting Annual Improvements to HKFRS Accounting Standards — 1 January 2026  Yes
Standards Volume 11
U S5 E 28 18 5 W0 55 4R 3R B AR AT B 7 2027 F1 H1H =
HKFRS 18 Presentation and Disclosure in Financial Statements 1 January 2027  Yes
B S5SNI SE 19 5 WA RILTUERI B AR 2027 “F1 H1H &
HKFRS 19 Subsidiaries without Public Accountability: Disclosures 1 January 2027  Yes
TR 5 5 W S5 4R KM Bon — RS BN B2IE Sk R e 30T 2027 F1 1 H &
P/
HK Int 5 Presentation of Financial Statements — Classification by 1 January 2027 No
the Borrower of a Term Loan that Contains a
Repayment on Demand Clause
s THHEN S 28 5(2011) )% Bt 5B 8A T A2 A B = A s FiE &

AR 55 s HEN S 10 5
(&

HKAS 28 (2011) and
HKFRS 10 (Amendments)

Sale or Contribution of Assets between an Investor and
its Associate or Joint Venture

To be determined Yes
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W& EHIE (82)  Notes to the Financial Statements (continued)
2. BEESTIBUR () 2. Material accounting policies (continued)

2.1 guthlEE: (80 2.1 Basis of preparation (continued)

(b) T4 A5 {5 ¥ S 5 1 (b) Standards, amendments and interpretation issued that are not yet mandatorily
EBRBAE LR effective and have not been early adopted by the Group in 2025 (continued)
T 2025 FARATKAZ
HEW AT RERE(SE)

Ttk SARERMHRZ Further information about those standards and amendments that are expected to
W Je 4B 4T $ 3 be applicable to the Group is as follows:
T

o RIS AR EN . HKFRS 9 and HKFRS 7 (Amendments), “Amendments to the Classification and
¥ 9 5 R F Measurement of Financial Instruments”. The amendments to HKFRS 9 include:
REHEN 7 5

(BB [ &M T
Btz
AT |0 Fr I 554
HAENE 9 5218

- EE T eREE - Clarifications of the requirements for the timing of recognition and

FER A derecognition of financial assets and liabilities and introduction of an
ESEE IR EINq] accounting policy choice for entities to derecognise financial liabilities that
I sk, IF are settled through an electronic payment system before the settlement
SINT T date if specific conditions are met.
TR G T0 LL
FVE Ak E
UGS Z NP
GRS
B FE T R
SE SFAT I B
T, TEEH
ZHTFAT R
k.

- N vEAL R - Additional guidance on how the contractual cash flows for financial assets
EERSES: - with contingent features that linked to the achievement of environmental,
2 R IRIB L social and corporate governance targets (“ESG-linked features”) or other
AR 5 similar contingent features should be assessed.

A R AE

( ESG #: #
SRATRAIE) B
HABK A
SEATRAIE M
Rl B A I
< SR AL

LI
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W& EHIE (82)  Notes to the Financial Statements (continued)

2. BEESTIBUR () 2. Material accounting policies (continued)
2.1 guthlEE: (80 2.1 Basis of preparation (continued)
(b) T4 A5 {5 ¥ S 5 1 (b) Standards, amendments and interpretation issued that are not yet mandatorily
BB RBEHALED effective and have not been early adopted by the Group in 2025 (continued)
T 2025 FARATKAZ
HEW BT R R (4R)
- WETRTE - Clarifications on what constitute non-recourse features and characteristics
JBERBURHER) of contractually linked instruments.
M, ARG
A8 T AR
RHE -
T I 45 Fi 25 vEE U The amendments to HKFRS 7 require entities to provide additional disclosures
BT 5B ER regarding financial instruments with contingent features and equity instruments
A AR designated at fair value through other comprehensive income.
B SRR 4
i TR K F8 7€ 9 B
A AT AR
At A THT YL 28 2 A 2
THERHEE .

HREITF 2026
#1741 825
UG R4 FE R 5 1
V) A 0 H. 7o R g
[F] B R F BT AT
AR R KT
SRR
BT,

X Tl SR
RGN Rt o
&b iNZ 18
i, AR
SR E R
T RS, #ET
ARER A ¥ vl
S RGNS Ak
W, FHHET
A gt A4 i ke
HRFEIE . MRy
BT, HfhSA R
ENCUIBE SN E
RRAEILR) e
B A5 T LA <8
B BRIE S (R
SEEH) T4
k.

The amendments are effective for annual periods beginning on or after 1 January
2026 with earlier application of either all the amendments at the same time or only
the amendments related to the classification of financial assets is permitted.

With respect to the amendments on the derecognition of financial liabilities that
are settled through an electronic payment system, based on the assessment of
all material electronic payment systems used by the Group, the amendments are
not expected to have a material impact on the Group because the electronic
settlement systems used by the Group are operated on a real-time basis.
According to the amendments, financial liabilities from other payment systems
(such as cheques, credit cards and debit cards) are expected to be derecognised
until when the amount has cleared (i.e. the settlement date).
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W& EHIE (82)  Notes to the Financial Statements (continued)

2. BEESTIBUR () 2. Material accounting policies (continued)
2.1 guthlEE: (80 2.1 Basis of preparation (continued)
(b) TARAG 1 MR B S £ (b) Standards, amendments and interpretation issued that are not yet mandatorily
A R W A 4 effective and have not been early adopted by the Group in 2025 (continued)
T 2025 FARATKAZ
HEW BT R R (4R)

A, HRAH
ESG H:# 5% 47
EEH At S B B A
S RHIE R B B2
7y RATBERMN
AR R 5™ K
HREHIAZE
WAL A4
B 254l i ok
R

. T AN 554
I 2 vHAE N
BE 2 W EES
RUVAFS WA
2EAFENE
T AL
TEFR . HAEE
i
BRI, ULZ
TS5 B s
S5 AR T 2 i v
DUPAR 5% 2 A1 B4
BT, 5
(Eaapap: = SEiliol)
FIRBRAZ A

KEC o

In addition, the application of the amendments on financial assets with ESG-linked
features or other similar contingent features, financial assets with non-recourse
features and contractually linked instruments is not expected to have a material
impact on the Group’s financial statements.

“Improvements to HKFRS Accounting Standards” contain a number of
amendments to HKFRS Accounting Standards which the HKICPA considers not
urgent but necessary. It comprises amendments that result in accounting
changes for presentation, recognition or measurement purpose as well as
terminology or editorial amendments related to a variety of individual HKFRS
Accounting Standards. These improvements will not have a material impact on
the Group’s financial statements.
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BANK OF CHINA (HONG KONG) LIMITED

W& EHIE (82)  Notes to the Financial Statements (continued)

2. BEESTIBUR () 2. Material accounting policies (continued)
2.1 guthlEE: (80 2.1 Basis of preparation (continued)
(b) T4 A5 {5 ¥ S 5 1 (b) Standards, amendments and interpretation issued that are not yet mandatorily
BB RBEHALED effective and have not been early adopted by the Group in 2025 (continued)
T 2025 FARATKAZ
HEN] L ABIT KRR (4R
o TSRS HEN . HKFRS 18, “Presentation and Disclosure in Financial Statements”. HKFRS 18
%18 ST 54k supersedes HKAS 1 “Presentation of Financial Statements” and is effective for
BB iR | A annual periods beginning on or after 1 January 2027 with earlier application
W 5% % 15 v ) 2R permitted. The new standard aims to improve entities’ reporting of financial
18 5o HUR A ik performance and give investors a better basis for analysing and comparing
SN 1 5 entities by introducing presentation of new defined subtotals in the statement of
[0 24k 514k profit or loss, disclosures about management-defined performance measures,
I+ 2027 £ 1 H and enhanced requirements for grouping of information. The Group is in the
1 HEZ G FIRH) process of assessing the impact of the adoption of HKFRS 18.
A RS I A2 AL
B AR
iR (AU pE U RSN 7
a8 R T E SR

EIR, fREE
JZ € X Z GRS
I3 St {5 B4y
ALt — 2B 2R,
ERiECE N 271N
W 55 Mk S 75 2
N S HTAE
Bedb A B A 1
il ALV
fiti R F A B 1 55 4
HHENE 18 S

AR
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BANK OF CHINA (HONG KONG) LIMITED

W& EHIE (82)  Notes to the Financial Statements (continued)

2. BEESTIBUR () 2. Material accounting policies (continued)
2.1 guthlEE: (80 2.1 Basis of preparation (continued)
(b) T4 A5 {5 ¥ S 5 1 (b) Standards, amendments and interpretation issued that are not yet mandatorily

BB RBEHALED effective and have not been early adopted by the Group in 2025 (continued)

T 2025 FARATKAZ

HENBIT KRR (4R)

o TSRS HEN . HKFRS 19, “Subsidiaries without Public Accountability: Disclosures”. HKFRS 19
FA9SHA AL is a voluntary standard which permits eligible subsidiaries to use HKFRS
DRI BT IR 2 7]« Accounting Standards with reduced disclosures and is effective for annual
iR | B SR periods beginning on or after 1 January 2027 with earlier application permitted.
HENZE 19 58 A subsidiary is eligible to apply the standard if it does not have public
BB R, accountability and its ultimate or intermediate parent produces consolidated
IAREREE Xad e financial statements that are available for public use and that comply with
oy w1 R HKFRS Accounting Standards. The application of the standard will not have any
TLR A AL 55 4 impact on the Group’s financial statements.
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W& EHIE (82)  Notes to the Financial Statements (continued)

2. BEESTIBUR () 2. Material accounting policies (continued)
2.1 guthlEE: (80 2.1 Basis of preparation (continued)
(b) TARAG 1 MR B S £ (b) Standards, amendments and interpretation issued that are not yet mandatorily
A R W A 4 effective and have not been early adopted by the Group in 2025 (continued)
T 2025 FARATKAZ
HENBIT KRR (4R)
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HKAS 28 (2011) and HKFRS 10 (Amendments), “Sale or Contribution of Assets
between an Investor and its Associate or Joint Venture”. The amendments
address an acknowledged inconsistency between the requirements in HKAS 28
(2011) and those in HKFRS 10, in dealing with the sale or contribution of assets
between an investor and its associate or joint venture. The main consequence
of the amendments is that a full gain or loss is recognised when a transaction
involves a business (whether it is housed in a subsidiary or not). If the assets do
not meet the definition of a business, the gain or loss is recognised by the
investor only to the extent of the other investor's interests in the associate or
joint venture. The amendments are to be applied prospectively and early
application is permitted. The application of the amendments will not have a
material impact on the Group’s financial statements.
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WMEREHIE (82)  Notes to the Financial Statements (continued)
2. BEESTIBUR () 2. Material accounting policies (continued)

2.2 ZEMERE 2.2 Consolidation
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The consolidated financial statements include the financial statements of the Bank and all
of its subsidiaries for the year ended 31 December 2025.

(1) Subsidiaries

Subsidiaries are entities (including structured entities), directly or indirectly, controlled
by the Group. Control is achieved when the Group is exposed, or has rights, to variable
returns from its involvement with the investee and has the ability to affect those returns
through its power over the investee (i.e. existing rights that give the Group the current
ability to direct the relevant activities of the investee). When the Group has, directly or
indirectly, less than a majority of the voting or similar rights of an investee, the Group
considers all relevant facts and circumstances in assessing whether it has power over
an investee, including: (a) the contractual arrangement with the other vote holders of
the investee; (b) rights arising from other contractual or non-contractual arrangements;
and (c) the Group’s voting rights and potential voting rights. Subsidiaries are
consolidated from the date on which control is transferred to the Group. They are
deconsolidated from the date that control ceases.
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Notes to the Financial Statements (continued)

2. Material accounting policies (continued)

2.2 Consolidation (continued)
(1) Subsidiaries (continued)

If the Group loses control over a subsidiary, it derecognises (i) the assets (including
goodwill) and liabilities of the subsidiary, (ii) the carrying amount of any non-
controlling interests; and recognises (i) the fair value of the consideration received,
(ii) the fair value of any investment in that former subsidiary retained; reclassifies
the amounts previously recognised in other comprehensive income to the income
statement or retained earnings, as appropriate, on the same basis as directly
disposed of the related assets or liabilities; recognises any resulting differences as
gain or loss in the income statement.
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Notes to the Financial Statements (continued)

2. Material accounting policies (continued)

2.2 Consolidation (continued)
(1) Subsidiaries (continued)

(i) Business combinations not under common control

Acquisitions of businesses not under common control are accounted for using the
acquisition method. The consideration transferred in a business combination is the
fair values at the acquisition date of the assets transferred, the liabilities incurred
(including contingent consideration arrangement) and the equity interests issued
by the Group in exchange for control of the acquiree. Acquisition-related costs are
expensed in the income statement as incurred.

Goodwill is measured as the excess of the sum of the consideration transferred,
the amount of any non-controlling interests in the acquiree, and the fair value of
the Group’s previously held equity interest in the acquiree (if any) over the net of
the acquisition-date amounts of the identifiable assets acquired and the liabilities
assumed. If after assessment, the fair value of the acquiree’s identifiable net
assets exceeds the sum of the consideration transferred, the amount of any non-
controlling interests in the acquiree and the fair value of the Group’s previously
held interest in the acquiree (if any), the excess is recognised immediately in the
income statement as a gain on bargain. Subsequently, goodwill is subject to
impairment testing at least annually.
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Notes to the Financial Statements (continued)

2. Material accounting policies (continued)

2.2 Consolidation (continued)
(1) Subsidiaries (continued)

(i) Business combinations not under common control (continued)

Where the consideration transferred by the Group in a business combination
includes assets or liabilities resulting from a contingent consideration arrangement,
the contingent consideration is measured at fair value at the acquisition date and
considered as part of the consideration transferred in a business combination.
Changes in the fair value of the contingent consideration that qualify as
measurement period adjustments are adjusted retrospectively, with the
corresponding adjustments being made against goodwill or gain on bargain
purchase. Measurement period adjustments are adjustments that arise from
additional information obtained during the measurement period about facts and
circumstances that existed as of the acquisition date. The measurement period
does not exceed one year from the acquisition date.

On an acquisition-by-acquisition basis, the Group recognises any non-controlling
interests in the acquiree either at fair value or at the non-controlling interests’
proportionate share of the fair value of the acquiree’s identifiable net assets.
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Notes to the Financial Statements (continued)

2. Material accounting policies (continued)

2.2 Consolidation (continued)
(1) Subsidiaries (continued)

(ii) Business combinations under common control

For a combination with a company under common control, the merger
accounting method will be applied. The principle of merger accounting is a way
to combine companies under common control as though the business of the
acquiree had always been carried out by the acquirer. The Group’s consolidated
financial statements represent the consolidated results, consolidated cash flows
and consolidated financial position of the Group as if any such combination had
occurred from the date when the Bank and the acquiree first came under
common control (i.e. no fair value adjustment on the date of combination is
required). The difference between the consideration and carrying amount at the
time of combination is recognised in equity. Comparative amounts are
presented as if the acquiree had been combined at the beginning of the previous
reporting period. The transaction costs for the combination will be expensed in
the income statement.
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W& EHIE (82)  Notes to the Financial Statements (continued)

2. BEESTIBUR () 2. Material accounting policies (continued)
2.2 ZEMERE (8 2.2 Consolidation (continued)
(1) WEAT (&) (1) Subsidiaries (continued)

EHNHZ S XHR Inter-company transactions, balances and unrealised gains on transactions
iy PARR SELR E between group companies are eliminated; unrealised losses are also eliminated
ety BRAERe iR b4 unless the transaction provides evidence of impairment of the assets transferred.
FH W22 5 e ik B 7= O Where necessary, accounting policies of subsidiaries have been changed to ensure
KA REYE, H consistency with the policies adopted by the Group.
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.

TARAT R BE 7 iR In the Bank’s balance sheet, the investments in subsidiaries are stated at cost less
SR RN HE i allowance for impairment losses. The results of subsidiaries are accounted for by
& LA AS T SR el i 452 2K the Bank on the basis of dividends received and receivable. Dividend income from
HERFIK. AERATIZR subsidiaries is recognised in the income statement when the right to receive
LT IS WA e S5 A payment is established.
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W& EHIE (82)  Notes to the Financial Statements (continued)
2. BEESTIBUR () 2. Material accounting policies (continued)

2.2 HEMEHRE (8 2.2 Consolidation (continued)

(2) FEBR RS

FE A TR P A 2
B, HAEHI G
IS S WAL S A A
EHR G H LS #
M F 8 A 25 0 A\ AL
dis AT H AR S o
A R MY 2w g B
IKHME R Z 8, TG
WA, HERZE TR
2 4 A 2 A A B B
B, IR TALEE A B -

E¥S SERTIIEFASIES
FREHIBUR, AR ER B
ARG B LA T H
T, KTE ARSI
Wai R NN, %A T
(EVEISPENT R Ctoa EEe)
BERE AR A4
b Bl il B8 2 AR B AL
R ATBILEIKHIE - B4t
PURERLE A N LT
NN A RZ A
HIEA FHEASERE
B A R B e A
AP, Sl it A Al
LR e A Il
HEHT > R B U AE R B
HArEFIA.

(2) Changes in ownership interests

The Group treats transactions with non-controlling interests without change of
control as transactions with equity owners of the Group. For purchases from non-
controlling interests of equity interest, the difference between any consideration paid
and the relevant share acquired of the carrying value of net assets of the subsidiary
is recognised in equity. Gains or losses on disposals to non-controlling interests are
also recognised in equity.

When the Group ceases to have control, any retained interest in the entity is
remeasured to its fair value, with the change in carrying amount recognised in the
income statement. The fair value is the initial carrying amount for the purposes of
subsequent accounting for the retained interest as an associate, joint venture or
financial asset. In addition, any amounts previously recognised in other
comprehensive income in respect of that entity are accounted for as if the Group
had directly disposed of the related assets or liabilities. Amounts previously
recognised in other comprehensive income are reclassified to the income statement
or retained earnings, as appropriate.
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Notes to the Financial Statements (continued)

2. Material accounting policies (continued)

2.2 Consolidation (continued)

(3) Associates and joint ventures

An associate is the entity over which the Group has significant influence but not
control or joint control, generally accompanying of between 20% and 50% of the
voting rights.

A joint venture is a type of joint arrangement whereby the parties that have joint
control of the arrangement have rights to the net assets of the joint venture. Joint
control is the contractually agreed sharing of control of an arrangement, which exists
only when decisions about the relevant activities require unanimous consent of the
parties sharing control.

Investments in associates and joint ventures are accounted for using the equity
method of accounting and are initially recognised at cost, unless it is classified as
held for sale (or included in a disposal group that is classified as held for sale). The
Group’s investments in associates and joint ventures include goodwill, net of
accumulated impairment loss and any related accumulated foreign currency
translation difference.

The Group’s share of the post-acquisition profits or losses of associates or joint
ventures is recognised in the income statement, and its share of post-acquisition
movements in reserves is recognised in reserves. The accumulated post-acquisition
movements are adjusted against the carrying amount of the investment. When the
Group’s share of losses in an associate or a joint venture equals or exceeds its
interest in the associate or joint venture, the Group does not recognise further losses
unless the Group has incurred obligations or made payments on behalf of the
associates or joint ventures.
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2. Material accounting policies (continued)

2.2 Consolidation (continued)

(3) Associates and joint ventures (continued)

Dividends received or receivable from associates and joint ventures are recognised
as a reduction in the carrying amount of the investment.

Unrealised gains on transactions between the Group and its associates or joint
ventures are eliminated to the extent of the Group’s interest in the associates or joint
ventures. Unrealised losses are also eliminated unless the transaction provides
evidence of impairment of the asset transferred.

If the ownership interest in an associate or a joint venture is reduced but significant
influence is retained, only a proportionate share of the amounts previously recognised
in other comprehensive income are reclassified to the income statement or retained
earnings, where appropriate.

2.3 Segmental reporting

The operating result of segments are reported in a manner consistent with the internal
reporting provided to the Management Committee, which is the chief operating decision
maker of the Group, that allocates resources and assesses the performance of operating
segments. Income and expenses directly associated with each segment are included in
determining operating segment performance.
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Notes to the Financial Statements (continued)

2. Material accounting policies (continued)

2.4 SFTEE

2.4 Foreign currency translation
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ltems included in the financial statements of each of the Group’s entities are measured
using the currency of the primary economic environment in which the entity operates (the
“functional currency”). The consolidated financial statements are presented in Hong Kong
dollars, which is the Bank’s functional and presentation currency.

Foreign currency transactions are translated into the functional currency using the
exchange rates prevailing at the dates of the transactions or exchange rates at the end of
the reporting period for items that are remeasured. Foreign exchange gains and losses
resulting from the settlement of foreign currency transactions using the exchange rates
prevailing at the dates of the transactions and monetary assets and liabilities denominated
in foreign currencies translated at the exchange rate at the end of the reporting period are
recognised directly in the income statement, except when deferred in other
comprehensive income as qualifying cash flow hedges or qualifying net investment
hedges.

Translation differences on monetary securities held at fair value through profit or loss are
reported as part of the fair value gain or loss. Changes in the fair value of monetary
securities denominated in foreign currency classified as fair value through other
comprehensive income are analysed between translation differences resulting from
changes in the amortised cost of the securities and other changes in the carrying amount
of the securities. Translation differences related to changes in the amortised cost are
recognised in the income statement, and other changes in the carrying amount are
recognised in other comprehensive income.
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2. Material accounting policies (continued)

2.4 SFTEE (8D

2.4 Foreign currency translation (continued)
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Translation differences on non-monetary items, such as equities held at fair value through
profit or loss, are reported as part of the fair value gain or loss. Translation differences on
non-monetary financial assets such as equities classified as fair value through other
comprehensive income are included in other comprehensive income.

The results and financial position of all the group entities that have a functional currency
different from Hong Kong dollars are translated into Hong Kong dollars as follows:

» assets and liabilities are translated at the closing rate at the end of the reporting period;

« income and expenses are translated at average exchange rates; and

« all resulting currency translation differences are recognised in the translation reserve in
equity.

On consolidation, exchange differences arising from the translation of the net investment
in foreign entities, borrowings and other currency instruments designated as hedges of
such investments are taken to other comprehensive income and are accumulated
separately in the translation reserve. When a foreign entity is disposed, such exchange
differences are reclassified from equity to the income statement, as part of the gain or loss
on sale.
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Notes to the Financial Statements (continued)

2. Material accounting policies (continued)

2.5 Derivative financial instruments and hedge accounting

Derivatives are initially recognised at fair value on the date the derivative contract is
entered into and are subsequently remeasured at fair value. Fair values are obtained
from quoted market prices in active markets, including recent market transactions, and
through the use of valuation techniques, including discounted cash flow models and
option pricing models, as appropriate. A derivative is carried as an asset when its fair
value is positive and as liability when its fair value is negative.

Certain derivatives embedded in financial liabilities are treated as separate derivatives
when their economic characteristics and risks are not closely related to those of the host
contract and the host contract is not carried at fair value through profit or loss. These
embedded derivatives are measured at fair value with changes in fair value recognised
in the income statement.

Derivatives are categorised as held for trading and changes in their fair value are
recognised immediately in the income statement unless they are designated as hedges
and are effective hedging instruments, then they are subject to measurement under the
hedge accounting requirements.
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Notes to the Financial Statements (continued)

2. Material accounting policies (continued)

2.5 Derivative financial instruments and hedge accounting (continued)

For derivative instruments being designated as hedging instrument in an effective hedge,
the method of recognising the resulting fair value gain or loss depends on the nature of
the item being hedged. The Group designates certain derivatives as either:

(a) hedges of the fair value of recognised assets or liabilities or firm commitments (fair
value hedge); or

(b) hedges of a particular risk associated with a highly probable future cash flow
attributable to a recognised asset or liability, or a highly probable forecast transaction
(cash flow hedge); or

(c) hedges of a net investment in a foreign operation (net investment hedges).

The Group documents at inception the relationship between hedging instruments and
hedged items, as well as its risk management objective and strategy for undertaking
various hedge transactions. The Group also documents its assessment, both at the hedge
inception and on an ongoing basis, of the economic relationship, credit risks, the hedge
ratio and an evaluation of the effectiveness of the hedging instruments in offsetting
changes in fair values or cash flows of hedged items. These criteria should be met before
a hedge can be qualified to be accounted for under hedge accounting. Hedge accounting
may become ineffective if the hedging instrument and the hedged item lose economic
relationship, or a significant change of the counterparties’ credit risks that dominates the
fair value change of the hedging instruments or the hedged items.
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Notes to the Financial Statements (continued)

2. Material accounting policies (continued)

2.5 Derivative financial instruments and hedge accounting (continued)

Fair value hedge

Changes in the fair value of derivatives that are designated and qualified as effective fair
value hedges are recognised in the income statement, together with any changes in the
fair value of the hedged asset or liability that are attributable to the hedged risk.

When fair value hedge accounting is applied to financial instruments carried at amortised
cost, the carrying values of the hedged items are adjusted for changes in fair value that
are attributable to the risk being hedged with the derivative instruments rather than carried
at amortised cost, such carrying value adjustment is recognised in the income statement
together with the changes in fair value of the hedging derivatives.

If the hedge relationship no longer meets the criteria for hedge accounting or is terminated
for reasons other than derecognition, e.g. due to repayment of the hedged item, the
unamortised carrying value adjustment (the difference between the carrying value of the
hedged item at the time of termination and the value at which it would have been carried
had the hedge never existed) to the hedged item is amortised to the income statement
over the remaining life of the hedged item by the effective interest method. If the hedged
item is derecognised, the unamortised carrying value adjustment is recognised
immediately in the income statement.
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Notes to the Financial Statements (continued)

2. Material accounting policies (continued)

2.5 Derivative financial instruments and hedge accounting (continued)

Fair value hedge (continued)

For fair value hedge relationships where the hedged items are debt instruments carried
at FVOCI, changes in fair value are recorded in the income statement whilst hedge
accounting is in place. When the hedge relationship no longer meets the criteria for hedge
accounting or is terminated for reasons other than derecognition, the cumulative effective
hedged portion of fair value change recognised in the income statement is amortised by
the effective interest method back to the equity. If the hedged item is derecognised, the
unamortised cumulative effective hedged portion of fair value change recognised in the
income statement is reclassified to equity immediately.

Cash flow hedge

The effective portion of changes in the fair value of derivatives that are designated and
qualified as cash flow hedges is recognised in other comprehensive income. The gain or
loss relating to the ineffective portion is recognised immediately in the income statement.
The cumulative gain or loss recognised in other comprehensive income is reclassified to
the income statement in the same periods in which the hedged item affects profit or loss.
When a hedging instrument expires, or is sold or terminated, or when a hedge relationship
no longer meets the criteria for hedge accounting, any cumulative gain or loss recognised
in other comprehensive income remains in equity until the forecast transaction is
recognised in the income statement. When the forecast transaction is no longer expected
to occur, the cumulative gain or loss that was reported in equity is immediately reclassified
to the income statement.
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Notes to the Financial Statements (continued)

2. Material accounting policies (continued)

2.5 Derivative financial instruments and hedge accounting (continued)

Cash flow hedge (continued)

Where the foreign currency basis spread is separated (as hedging costs) and excluded
from the designation of a derivative instrument as the hedging instrument to hedge a time-
period related hedged item, the change in the value of foreign currency basis spread that
relates to the hedged item is recognised in other comprehensive income, and the value at
the date of hedge designation shall be amortised and reclassified to the income statement
on a systematic and rational basis over the period during which the hedge adjustment for
the hedging instrument could affect profit or loss. If hedge accounting is discontinued, the
relevant net amount that has been accumulated in the equity is immediately reclassified to
the income statement.

2.6 Offsetting financial instruments

Financial assets and financial liabilities are offset and the net amount is reported in the
balance sheet when there is a legally enforceable right to offset the recognised amounts
and there is an intention to settle on a net basis, or realise the asset and settle the liability
simultaneously.
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Notes to the Financial Statements (continued)

2. Material accounting policies (continued)

2.7 Income and expense

(1) Interest income and expense

Interest income and expense are recognised in the income statement for all financial
assets carried at amortised cost and fair value through other comprehensive income,
and financial liabilities using the effective interest method. Similar interest income and
expense arising from non-derivative financial assets and liabilities carried at fair value
through profit or loss are determined using similar method, but excluding their
transaction costs.

The effective interest method is a method of calculating the amortised cost of a
financial asset or a financial liability and of allocating the interest income or interest
expense over the relevant period. The effective interest rate is the rate that exactly
discounts estimated future cash payments or receipts through the expected life of the
financial instrument or, when appropriate, a shorter period to the net carrying amount
of the financial asset or financial liability. When calculating the effective interest rate,
the Group estimates future cash flows considering all contractual terms of the
financial instrument (e.g. prepayment options or incentives relating to residential
mortgage loans) but does not consider future credit losses. The calculation includes
fees, premiums or discounts and basis points paid or received between parties to the
contract, and directly attributable origination fees and costs which represent an
integral part of the effective yield.

For all hedge transactions where interest rate is the hedged risk, interest income or
interest expense from hedged items are disclosed on a net basis together with net
interest income/expense arising from the hedging instrument such as interest rate
swap.
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Notes to the Financial Statements (continued)

2. Material accounting policies (continued)

2.7 Income and expense (continued)
(2) Non-interest income and expense

Income from service is recognised when the Group fulfils its performance obligation,
either over time or at a point in time on a basis when a customer obtains control of
the service.

Fee income from services are recognised over time at a fixed or variable price on a
systematic basis over the life of the agreement when the contract requires services
to be provided over time such as account service and credit card fees, or recognised
at a point in time under transaction-based arrangements when service has been fully
provided to the customer such as broking services and loan syndication arrangement.

Dividend income from financial asset is recognised when the right to receive payment
is established.

Non-interest expenses such as commission expenses and operating expenses are
charged to profit or loss during the reporting period in which they are incurred.

2.8 Financial assets

The Group classifies its financial assets into one of the following measurement categories
at initial recognition as subsequently measured at: fair value through profit or loss
(“FVPL”), amortised cost and fair value through other comprehensive income (“FVOCI”).
The classification depends on the entity’s business model for managing its financial
instruments and the contractual cash flow characteristics of the instruments, or the
election of fair value option. All financial assets are initially recognised at fair value. Except
for financial assets carried at FVPL, all transaction costs of financial assets are included
in their initial carrying amounts.
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2. Material accounting policies (continued)
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This category has two sub-categories: financial assets designated at fair value
through profit or loss at inception, or financial assets mandatorily required to be
measured at fair value through profit or loss, including those held for trading.

A financial asset which has been acquired or incurred principally for the purpose of
selling in the short term or is part of a portfolio of identified financial instruments that
are managed together and for which there is evidence of a recent actual pattern of
short-term profit-taking is classified as held for trading. Derivatives are also classified
as held for trading unless they are designated as effective hedging instruments.

Afinancial asset, other than those held for trading or mandatorily measured at fair value,
will be designated as a financial asset at FVPL, if it eliminates or significantly reduces
a measurement or recognition inconsistency (sometimes referred to as “an accounting
mismatch”) that would otherwise arise from measuring the financial assets or
recognising the gains and losses on them on different bases, and is so designated by
the Management.

These assets are initially recognised at fair value, with transaction costs taken directly
to the income statement, and are subsequently remeasured at fair value.
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Notes to the Financial Statements (continued)

2. Material accounting policies (continued)

2.8 Financial assets (continued)

(1) Financial assets at fair value through profit or loss (continued)

Gains and losses from changes in the fair value of such assets (excluding the interest
component) are reported in net trading gain/loss or net gain/loss on other financial
instruments at FVPL. The interest component is reported as part of the interest
income. Dividends on equity instruments of this category are also recognised in net
trading gain/loss or net gain/loss on other financial instruments at FVPL when the
Group'’s right to receive payment is established.

(2) Financial assets at amortised cost

Financial assets are classified as subsequently measured at amortised cost if both of
the following conditions are met: (i) the financial assets are held within a business
model with the objective to hold financial assets in order to collect contractual cash
flows (“hold-to-collect” business model), and (ii) the contractual terms of the financial
asset give rise to cash flows that are solely payments of principal and interest on the
principal amount outstanding on specified dates. They are initially recognised at fair
value plus any directly attributable transaction costs and are subsequently measured
at amortised cost using the effective interest method less allowances for impairment
losses. Interest income which includes the amortisation of premium or discount is
calculated using the effective interest method and is recognised in the income
statement. Any gains or losses are recognised in the income statement when the
asset is derecognised, modified or impaired.
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Notes to the Financial Statements (continued)

2. Material accounting policies (continued)

2.8 Financial assets (continued)

(3) Financial assets at fair value through other comprehensive income

Debt instruments are classified as subsequently measured at FVOCI if both of the
following conditions are met: (i) the financial assets are held within a business model
with the objective of both holding to collect contractual cash flows and selling, and (ii)
the contractual terms of the financial assets give rise to cash flows that are solely
payments of principal and interest on the principal amount outstanding on specified
dates.

Financial assets at FVOCI are initially recognised at fair value plus any directly
attributable transaction costs, and are subsequently measured at fair value.
Unrealised gains or losses arising from changes in the fair value of the financial assets
are recognised directly in other comprehensive income, until the financial asset is
derecognised or impaired at which time the accumulated gain or loss previously
recognised in equity should be transferred to the income statement. However, interest
income which includes the amortisation of premium or discount is calculated using the
effective interest method and is recognised in the income statement.
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Notes to the Financial Statements (continued)

2. Material accounting policies (continued)

2.8 Financial assets (continued)

(3) Financial assets at fair value through other comprehensive income (continued)

For equity investments, an irrevocable election can be made at initial recognition to
recognise unrealised and realised fair value gains or losses in other comprehensive
income without subsequent reclassification of fair value gains or losses to the income
statement even upon disposal. Dividends on equity instruments classified as FVOCI
are recognised in other operating income when the Group’s right to receive payment
is established. Equity instruments designated at FVOCI are not subject to impairment
assessment.

The treatment of translation differences on FVOCI securities is dealt with in Note 2.4.

2.9 Financial liabilities

The Group classifies its financial liabilities under the following classes: trading liabilities,
financial liabilities designated at fair value through profit or loss, deposits, debt securities
and certificates of deposit in issue, other accounts and provisions and subordinated
liabilities. All financial liabilities are classified at inception and initially recognised at fair
value, and in the case of financial liability not at fair value through profit or loss, minus
transaction costs.
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Notes to the Financial Statements (continued)

2. Material accounting policies (continued)

2.9 Financial liabilities (continued)

(2) Financial liabilities designated at fair value through profit or loss (continued)

Financial liabilities designated at fair value through profit or loss are measured at fair

value and any gains and losses from changes in fair value are recognised in the
income statement, except for fair value changes arising from own credit risks are
recognised as other comprehensive income and subsequently reclassified to the
retained earnings upon derecognition, unless such would create or enlarge an
accounting mismatch in the income statement, then all gains and losses from
changes in fair value are recognised in the income statement.

(3) Deposits, debt securities and certificates of deposit in issue, other accounts
and provisions and subordinated liabilities

Deposits, debt securities and certificates of deposit in issue, other accounts and
provisions and subordinated liabilities, other than those classified as trading liabilities
or designated at fair value through profit or loss are carried at amortised cost. Any
difference (if available) between proceeds net of transaction costs and the redemption
value is recognised in the income statement over the period using the effective
interest method.
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Notes to the Financial Statements (continued)

2. Material accounting policies (continued)

2.10 Financial guarantee contracts and undrawn loan commitments

Financial guarantee contracts are contracts that require the issuer to make specified
payments to reimburse the holder for a loss it incurs because a specified debtor fails to
make payments when due, in accordance with the terms of a contract between the
holder and the debtor.

Financial guarantee contracts are initially recognised as financial liabilities at fair value
on the date the guarantees were given. Subsequent to initial recognition, the Group’s
liabilities under such guarantees are measured at the higher of (i) an ECL provision as
set out in Note 2.14 and (ii) the amount initially recognised less, where appropriate,
accumulated amortisation recognised over the life of the guarantee on a straight-line
basis. Any changes in the liability relating to financial guarantee contracts are taken to
the income statement.

Undrawn loan commitments are commitments under which, over the duration of the
commitment, the Group is required to provide a loan with pre-specified terms to the
customer. These contracts are in the scope of the ECL requirements as set out in Note
2.14.

The ECL provision for financial guarantees and loan commitments are reported under
“Other accounts and provisions” in the financial statements.
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Notes to the Financial Statements (continued)

2. Material accounting policies (continued)

2.11 Recognition, derecognition and modification of financial instruments

Purchases and sales of financial assets subsequently measured at FVPL, securities
measured at FVOCI and amortised cost are recognised on the trade date, the date on
which the Group purchases or sells the assets. Loans and advances and other financial
assets are recognised when cash is advanced to the counterparties. Financial assets
are derecognised when the rights to receive cash flows from the financial assets have
expired or where the Group has transferred substantially all risks and rewards of
ownership. When the Group neither transfers nor retains substantially all the risks and
rewards of ownership of the financial asset, the Group either continues to recognise the
transferred financial asset to the extent of its continuing involvement if control remains
or derecognise it if there is no retained control. If the financial instrument measured at
amortised cost or FVOCI is renegotiated or modified with substantially different terms,
the original financial instrument should be derecognised and then a new financial
instrument should be recognised at fair value. Otherwise, the difference is adjusted to
the original carrying value and accounted for in the income statement.

Financial liabilities are recognised when such obligations arise. Financial liabilities are
derecognised from the balance sheet when and only when the obligation specified in
the contract is discharged, cancelled or expires. If the Group purchases its own debt, it
is removed from the balance sheet, and the difference between the carrying amount of
a liability and the consideration paid is included in the income statement, except the own
credit risk component for those designated at FVPL.
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2. Material accounting policies (continued)
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2.11 Recognition, derecognition and modification of financial instruments (continued)
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Securities and bills sold to a counterparty with an obligation to repurchase at a pre-
determined price on a specified future date under a repurchase agreement are referred
to as repos. Securities and bills purchased from a counterparty with an obligation to re-
sell to the counterparty at a pre-determined price on a specified future date under a
resale agreement are referred to as reverse repos.

Repos or securities lending are initially recognised as deposits and balances from banks
and other financial institutions, or designated as financial liabilities measured at FVPL
at the actual amount of cash received from the counterparty which is generally the fair
value of these financial liabilities at initial recognition. Financial assets given as collateral
for repurchase agreements are not derecognised and are recorded as investment in
securities or financial assets at FVPL. Reverse repos or securities borrowings with a
“hold-to-collect” business model and contractual cash flow of solely payments of
principal and interest on the principal outstanding are initially recognised as cash and
balances and placements with banks and other financial institutions, or reverse repos
or securities borrowing designated as financial assets measured at FVPL are measured
at the actual amount of cash paid to the counterparty which is generally the fair value of
these financial assets at initial recognition. Financial assets received as collateral under
reverse repurchase agreements are not recognised on the balance sheet.
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Notes to the Financial Statements (continued)

2. Material accounting policies (continued)

2.12 Fair value measurement

The Group measures its premises and investment properties, precious metals and
certain financial instruments at fair value at the end of each reporting period. Fair value
is the price that would be received to sell an asset or paid to transfer a liability in an
orderly transaction between market participants in its principal market or the most
advantageous market accessible by the Group at the measurement date.

The fair value of an asset or a liability is measured using the assumptions that market
participants would use when pricing the asset or liability, assuming that market
participants act in their best economic interest.

The Group uses the price within the bid-offer spread that is most representative of the
fair value of financial instruments, where appropriate, includes using on the residual of
the net offsetting risk position of portfolios of financial assets and financial liabilities in
cases the Group manages such groups of financial assets and liabilities according to
their net market risk exposures. Although the Group measures the fair value of these
groups of financial instruments on a net basis, the underlying financial assets and
financial liabilities are separately presented in the financial statements unless the
offsetting criteria stated in Note 2.6 are fulfilled.

A fair value measurement of a non-financial asset takes into account a market
participant’s ability to generate economic benefits by using the asset in its highest and
best use or by selling it to another market participant that would use the asset in its
highest and best use.
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212 APEITE (8D 2.12 Fair value measurement (continued)
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Notes to the Financial Statements (continued)

2. Material accounting policies (continued)

2.14 Impairment of financial assets
The Group recognises a loss allowance for expected credit losses (‘ECLs”) on the
following items:

« financial assets measured at amortised cost;

« financial assets measured at FVOCI; and

* loan commitments and financial guarantees issued, which are not measured at FVPL.

Financial assets measured at FVPL and equity securities designated at FVOCI are not
subject to the ECL assessment.

ECLs are a probability-weighted estimate of credit losses. Credit losses are measured
as the present value of all expected cash shortfalls (i.e. the difference between the cash
flows due to the Group in accordance with the contract and the cash flows that the Group
expects to receive).
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Notes to the Financial Statements (continued)

2. Material accounting policies (continued)

2.14 Impairment of financial assets (continued)

For undrawn loan commitments and financial guarantees outstanding, expected cash
shortfalls are measured as the difference between (i) the contractual cash flows that
would be due to the Group if the holder/beneficiary of the loan commitment/financial
guarantee draws down/claims on the loan/financial guarantee and (ii) the cash flows
that the Group expects to receive if the loan is drawn down/financial guarantee is
claimed.

The expected cash shortfalls are discounted where the effect of discounting is material.
The maximum period considered when estimating ECLs is the maximum contractual
period over which the Group is exposed to credit risk. Where the financial instrument
such as revolving credit facilities includes both a drawn and undrawn commitment, ECL
is measured over the period that the Group remains exposed to credit risk that is not
mitigated by management actions in respect of credit risk.

In measuring ECLs, the Group takes into account reasonable and supportable
information that is available. This includes information about past events, current
conditions and forecasts of future economic conditions.
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2.14 Impairment of financial assets (continued)
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ECLs are measured on either of the following bases:

» 12-month ECLs: these are losses that are expected to result from possible default events
within 12 months after the reporting date; or

« lifetime ECLs: these are losses that are expected to result from all possible default
events over the expected lives of the items to which the ECL model applies.

The Group will account for expected credit losses within the next 12 months as Stage 1
when those financial instruments are initially recognised; and to recognise lifetime
expected credit losses as Stage 2 when there have been significant increases in credit
risk since initial recognition. Lifetime expected credit losses will be recognised for credit-
impaired financial instruments as Stage 3 if the future cash flows of that financial
instruments are adversely affected by one or more events and interest income will then
be accrued net of the impairment amount of the respective Stage 3 financial assets.
Purchased or originated credit-impaired financial assets (“POCI assets”) are financial
assets that are credit-impaired on initial recognition. POCI assets are recorded at fair
value at inception and interest income is subsequently recognised on a credit-adjusted
effective interest rate. The ECLs are only recognised or released to the extent that there
is a subsequent change in the expected credit losses.

112



®

¥ 5 4 L5 (F m) A RAT

BANK OF CHINA (HONG KONG) LIMITED

i % RRIHE (B
2. EESTBOR (8)

214 ERBRE (8D

FEPFAl B VI8 A G &
i R R DR R S
BN, AL Bk
5 H PP A i TR
29K 5 V) ah A H F
il fA R AT AL

FEPFAS B V)8R B 5 15
FH DR 2 15 S 25 1 I
HLHBEBLUNEE:

« RAEEAE S RBIH S
=+ HNIA AL
HE

S TR A R B
MENE (WA A
SER Bk T 2 AL

.

5t 95 NGB S S
P BT . 25 Ak AT

.

BHE L . R EiE
IR ET B A B
ek, BT NEAT
Fooxh £ ) L5 I RE

7P RANTISE IR T o

AR i e W 55 8 4R
&, APHETURE
ERIIE LY RINONER G
R R A 4 T A A S T 4
AR — 7 H . 78
BRERER IR G IINGE 2 S
P TR0 45 FE 4R DOk AR 5%
PR T B N, A
S & 25 R DR R /
4 45 3B AR T 3 Je B B K
B3 R 2 R i
7).

FRE Sl T2 T, X
15 FH IRV S 25 39 0 (¥ V7
fili & 7E A S R A el
A et AT 1 o 24Tl
AL FRA BT, &
il T L AR R =45 X
FAFHEREAT 4325, a0 id
WIRAS A0 FH US4 -

Notes to the Financial Statements (continued)

2. Material accounting policies (continued)

2.14 Impairment of financial assets (continued)

In assessing whether the credit risk of a financial instrument has increased significantly
since initial recognition, the Group compares the risk of default occurring on the financial
instrument assessed at the reporting date with that assessed at the date of initial
recognition.

In particular, the following information is taken into account when assessing whether
credit risk has increased significantly since initial recognition:

« failure to make payments of principal or interest 30 days after their contractually due
dates;

* an actual or expected significant deterioration in a financial instrument’s external or
internal credit rating (if available);

+ an actual or expected significant deterioration in the operating results of the debtor;
and

« existing or forecast changes in the technological, market, economic or legal
environment that have a significant adverse effect on the debtor’s ability to meet its
obligation to the Group.

For loan commitments and financial guarantees, the date of initial recognition for the
purpose of assessing ECLs is considered to be the date that the Group becomes a party
to the irrevocable commitment. In assessing whether there has been a significant
increase in credit risk since initial recognition of a loan commitment or a financial
guarantee, the Group considers changes in the risk of default occurring on the loans
and advances to which the loan commitment/financial guarantee relates.

Depending on the nature of the financial instruments, the assessment of a significant
increase in credit risk is performed on either an individual basis or a collective basis.
When the assessment is performed on a collective basis, the financial instruments are
grouped based on shared credit risk characteristics, such as past due status and credit
risk ratings.
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Financial instruments are considered to be in default when one or more events that have
a detrimental impact on the estimated future cash flows occurred such as past due for
more than 90 days or the debtor is unlikely to pay in full for the credit obligations to the
Group.

The Group considers that a financial instrument is credit-impaired when there is
observable data about:

- significant financial difficulty incurred by the debtor;

- a breach of contract, such as a default or delinquency in principal or interest
payment;

- for economic or legal reasons related to the debtor’s financial difficulty, the Group

has granted to the debtor a concession that it would not otherwise consider;

- probable that the debtor will become bankrupt or undergo other financial

reorganisation;

- the purchase or origination of a financial asset at a deep discount that reflects the
incurred credit losses; or

- other observable data indicating that there is a measurable decrease in the
estimated future cash flows from such advances.

The Group considers on an individual basis both quantitative and qualitative information
that is reasonable and supportable, including historical experience and forward-looking
information that is available without undue cost or effort.
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Notes to the Financial Statements (continued)

2. Material accounting policies (continued)

2.14 Impairment of financial assets (continued)

ECLs are remeasured at each reporting date to reflect changes in the financial
instrument’s credit risk since initial recognition. Any change in the ECL amount is
recognised as an impairment gain or loss in the income statement. The Group
recognises an impairment gain or loss for all relevant financial instruments with a
corresponding adjustment to their carrying amount through a loss allowance account,
except for investments in debt securities that are measured at FVOCI, for which the loss
allowance is recorded in the fair value reserve.

Interest income recognised in accordance with Note 2.7 is calculated based on the gross
carrying amount of the financial asset unless the financial asset is credit-impaired (Stage
3), in which case interest income is calculated based on the amortised cost (i.e. the gross
carrying amount less loss allowance) of the financial asset. The determination of credit-
impaired financial asset is further explained in Note 4.1.

When a financial asset is uncollectible, it is written off against the gross carrying amount
of the financial asset and the related allowance for impairment losses. Such assets are
written off after all the necessary procedures have been completed and the amount of
the loss has been determined. The assets written off are still subject to enforcement
activity. Subsequent recoveries of amounts previously written off decrease the net
amount of impairment losses in the income statement.
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Notes to the Financial Statements (continued)

2. Material accounting policies (continued)

2.15 Impairment of investments in subsidiaries, associates, joint ventures and

non-financial assets

Assets are reviewed for impairment whenever events or changes in circumstances
indicate that the carrying amount may not be recoverable. Potential indications of
impairment may include significant adverse changes in the technological, market,
economic or legal environment in which the assets operate or whether there has been
a significant or prolonged decline in value below their cost. “Significant” is evaluated
against the original cost of the investment and “prolonged” against the period in which
the fair value has been below its original cost.

An impairment loss is recognised for the amount by which the asset’s carrying amount
exceeds its recoverable amount. The recoverable amount is the higher of an asset’s
fair value less costs to sell and value in use. For the purposes of assessing impairment,
assets are grouped at the lowest levels for which there are separately identifiable cash
flows (cash-generating units). Impaired assets are reviewed for possible reversal of
the impairment at each reporting date.

In the Bank’s balance sheet, impairment testing of investments in subsidiaries,
associates or joint ventures is also required upon receiving dividend from that entity if
the dividend exceeds the total comprehensive income of that entity concerned in the
period the dividend is declared or if the carrying amount of that entity in the Bank’s
balance sheet exceeds the carrying amount of that entity’s net assets including
goodwill in its consolidated balance sheet.
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Notes to the Financial Statements (continued)

2. Material accounting policies (continued)

2.16 Investment properties

Properties (including right-of-use assets arising from leases over leasehold land on
which properties are situated and properties under construction), that are held for long-
term rental yields or for capital appreciation or both, and that are not occupied by the
companies within the Group, are classified as investment properties. Properties leased
out within group companies are classified as investment properties in individual
companies’ financial statements but as premises in consolidated financial statements.

Investment properties are initially recognised at cost, including related transaction costs.
After initial recognition, investment properties are measured at fair value.

Subsequent expenditure is charged to the asset’s carrying amount only when it is
probable that future economic benefits associated with the item will flow to the Group
and the cost of the item can be measured reliably. The work in progress item is measured
at fair value. All other repairs and maintenance costs are expensed in the income
statement during the financial period in which they are incurred.

Any changes in fair value are recognised directly in the income statement.

If an investment property becomes owner-occupied, it is reclassified as premises, and
its fair value at the date of reclassification becomes its cost for accounting purposes. If
an item of premises becomes an investment property because its use has changed, any
difference resulting between the carrying amount and the fair value of this item at the
date of transfer is recognised in other comprehensive income or profit or loss in the same
way as a revaluation of premises under HKAS 16 “Property, Plant and Equipment” as
set out in Note 2.17.
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Notes to the Financial Statements (continued)

2. Material accounting policies (continued)

2.17 Properties, plant and equipment

Properties held for own use (including right-of-use assets arising from leases over
leasehold land on which properties are situated and properties under construction) are
mainly branches and office premises. These premises are stated at fair value based on
periodic, at least annually, valuations by external independent valuers less any
subsequent accumulated depreciation and impairment losses. Depreciation on
properties held for own use commences to be recognised when they are ready for their
intended use. Any accumulated depreciation at the date of revaluation is eliminated
against the gross carrying amount of the asset and the net amount is restated to the
revalued amount of the asset.

Increases in the carrying amount arising on revaluation of premises are credited to the
premises revaluation reserve through other comprehensive income. Decreases that
offset previous increases of the same individual asset are charged against premises
revaluation reserve through other comprehensive income; all other decreases are
expensed in the income statement. Any subsequent increases are credited to the
income statement up to the amount previously debited, and then to the premises
revaluation reserve. Upon disposal of premises, the relevant portion of the premises
revaluation reserve realised in respect of previous valuations is released and transferred
from the premises revaluation reserve to retained earnings.

All plant and equipment and right-of-use assets other than leasehold land (see Note
2.18) are stated at historical cost less accumulated depreciation and impairment losses.
Historical cost includes expenditures that are directly attributable to the acquisition and
installation of the items.
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Notes to the Financial Statements (continued)

2. Material accounting policies (continued)

2.17 Properties, plant and equipment (continued)

Subsequent costs are included in an asset’s carrying amount or are recognised as a
separate asset, as appropriate, only when it is probable that future economic benefits
associated with the item will flow to the Group and the cost of the item can be measured
reliably. The item is stated at cost less impairment until it begins to generate economic
benefits, then the item is subsequently measured according to the measurement basis
of its respective assets class. All other repairs and maintenance costs are charged to
the income statement during the financial period in which they are incurred or provided
for.

Depreciation is calculated on the straight-line method to write down the cost or revalued
amount of such assets over their estimated useful lives as follows:

. Properties
Over the life of government land leases

. Plant and equipment
2 to 15 years

. Right-of-use assets
Shorter of useful lives and lease terms

The useful lives of assets are reviewed, and adjusted if appropriate, as at the end of
each reporting period.
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Notes to the Financial Statements (continued)

2. Material accounting policies (continued)

2.17 Properties, plant and equipment (continued)

At the end of each reporting period, both internal and external sources of information
are considered to determine whether there is any indication that properties, plant and
equipment are impaired. If any such indication exists, the recoverable amount of the
asset is estimated and where relevant, an impairment loss is recognised to reduce the
asset to its recoverable amount. Such an impairment loss is recognised in the income
statement except where the asset is carried at valuation and the impairment loss does
not exceed the revaluation surplus for that same asset, in which case it is treated as a
decrease in the revaluation surplus. The recoverable amount is the higher of the asset’s
fair value less costs to sell and value in use. Impairment loss is reversed through the
premises revaluation reserve or the income statement as appropriate.

Gains or losses on disposals are determined as the difference between the net disposal
proceeds and the carrying amount, relevant taxes and expenses. These are recognised
in the income statement on the date of disposal. Any related revaluation surplus is
transferred from the revaluation reserve to retained earnings and is not reclassified to
the income statement.

2.18 Leases

At inception of a contract, the Group assesses whether the contract is, or contains, a
lease. A contract is, or contains, a lease if the contract conveys the right to control the use
of an identified asset for a period of time in exchange for consideration. Control is
conveyed where the customer has both the right to direct the use of the identified asset
and to obtain substantially all of the economic benefits from that use over the contract
period.
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Notes to the Financial Statements (continued)

2. Material accounting policies (continued)

2.18 Leases (continued)

(1) As a lessee

On the lease commencement date, the Group recognises a right-of-use asset and a
lease liability, except for short-term leases that have a lease term of 12 months or less
and leases of low-value assets. When the Group enters into a lease in respect of a
low-value asset, the Group decides whether to recognise the lease as a right-of-use
asset and a lease liability on a lease-by-lease basis. The lease payments associated
with those leases which are not recognised as right-of-use assets and lease liabilities
are recognised as an expense on a systematic basis over the lease term.

The lease liability is initially recognised at the present value of the lease payments
payable over the lease term, after taking into account payments to be made in the
optional period if the extension option is reasonably certain to be exercised, discounted
using the interest rate implicit in the lease or, if that rate cannot be readily determined,
using a relevant incremental borrowing rate. The lease payments include fixed
payments (including in-substance fixed payments) less any lease incentives
receivable, variable lease payments that depend on an index or a rate, and amounts
expected to be paid under residual value guarantees. The lease payments also include
the exercise price of a purchase option reasonably certain to be exercised by the
Group and payments of penalties for termination of a lease, if the lease term reflects
the Group exercising the option to terminate.
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After initial recognition, interest expense is calculated using a constant periodic rate
of interest. Variable lease payments that do not depend on an index or a rate are not
included in the measurement of the lease liability and hence are charged to the
income statement in the accounting period in which they are incurred.

The right-of-use asset recognised is initially measured at cost, which comprises the
initial amount of the lease liability plus any lease payments made at or before the
commencement date, and any initial direct costs incurred. Where applicable, the cost
of the right-of-use assets also includes an estimate of costs to dismantle and remove
the underlying asset or to restore the underlying asset or the site on which it is located,
then discounted to its present value, and less any lease incentives received.

Payments associated with short-term leases of equipment and all leases of low-value
assets are recognised on a straight-line basis as an expense in the income
statement.

The right-of-use asset is subsequently measured at cost less accumulated
depreciation and impairment losses (see Note 2.17), and adjusted when the lease
liabilities are remeasured, except for the following types of right-of-use asset:

- right-of-use assets that meet the definition of investment property are carried at
fair value in accordance with Note 2.16; and
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Notes to the Financial Statements (continued)

2. Material accounting policies (continued)

2.18 Leases (continued)

(1) As a lessee (continued)

- right-of-use assets related to leasehold land and buildings that do not meet the
definition of investment property and where the Group is the registered owner of
the leasehold interest are carried at revalued amount in accordance with Note
2.17.

The lease liability is remeasured when there is a change in future lease payments
arising from a change in an index or a rate used to determine those payments, or there
is a change in the Group’s estimate of the amount expected to be payable under a
residual value guarantee, or there is a change of lease terms, or there is a change
arising from the reassessment of whether the Group will be reasonably certain to
exercise a purchase, extension or termination option. When the lease liability is
remeasured in this way, a corresponding adjustment is made to the carrying amount
of the right-of-use asset, or is recorded in the income statement if the carrying amount
of the right-of-use asset has been reduced to zero.

The Group presents right-of-use assets that do not meet the definition of investment
property in “Properties, plant and equipment” and presents lease liabilities in “Other
accounts and provisions”.

123



@ ¥ B4 brmn)amad

BANK OF CHINA (HONG KONG) LIMITED

W& EHIE (82)  Notes to the Financial Statements (continued)

2. BEESTIBUR () 2. Material accounting policies (continued)
2.18 MFE (&) 2.18 Leases (continued)
(2) fENHAEAN (2) As a lessor

SEHMES AL, When the Group acts as a lessor, it determines at lease inception whether each
SIEZITHEAM lease is a finance lease or an operating lease. A lease is classified as a finance lease
INF 40 7 5 4 AL 55 & if it transfers substantially all the risks and rewards incidental to the ownership of an
[F) I Ay b % AR 5 B underlying asset to the lessee. If this is not the case, the lease is classified as an
RAEMG . MLy operating lease.

R BEE T L

- i A7 R 41 A AH 5%

P 7 A R K

[EIEC ORI VEES
NI AR
SR, DUIAE B R

NFNGEME
LRGSR S il When a contract contains lease and non-lease components, the Group allocates the
KA ptry, EH consideration in the contract to each component on a relative stand-alone selling
2% A RN IR price basis. The rental income from operating leases is recognised on a straight-line
PL & B4 £ B s basis over the lease term.
1) 55 B A0 10 B il 2
fic. ok B & E RGN
A 4 W\ £ 7E AL
IIN=RERER NS
219 & REFRHETH 2.19 Cash and cash equivalents
MR ELNS, For the purposes of the consolidated cash flow statement, cash and cash equivalents
W<z e 55 R B4 U H 38 comprise balances with original maturity less than three months from the date of
#IFECREEAE, TIWAH acquisition, including cash, balances with banks and other financial institutions, short-
Wi =AW B term bills and notes classified as investment securities and certificates of deposit.

&R, BEIE. /AT K
HAtERUG 2 254 i
W ZEAR S KON
RS B AE AR 2 50

124



@ ¥ B4 brmn)amad

BANK OF CHINA (HONG KONG) LIMITED

i % RRIHE (B
2. EESTBOR (8)

2.20 %

SV SEiBIp Iay s
AT AR AR A B
Y2 BUATUE, TIRERIZ
SR A R RETE FEA 2 0%
Mad 2 PR, TR
Wiy ] SR A S
BT, NHINE R TUE
[[IF7 &0

2.21 fERAEA

(1) BARBEHRE

7 B2 AR 4 A RT
TRAR T Jl B 5 AN e i
Rz W R R
S A, IR B
25 A PALRIK
I, RIS RERZ
PRI R R IEAH &
Z A S, fE3RAR
< UH R R S R
e RIS IR
PR A TRl A AR
ZS SEVACY: A ]
ST 2T
N EnE Nl
TEBEHENBZ
L PRI AR
SRR AR, P
ez AZER R,
S A EE AT A 0%
HH A AR G 4E R
P B B AR T R AT
BE AT TT S

BARTRIZ B SR
LR 2B IR,
I ER g ST T 4 AR

pets

Notes to the Financial Statements (continued)

2. Material accounting policies (continued)

2.20 Provisions

Provisions are recognised when the Group has a present legal or constructive obligation
as a result of past events, it is probable that an outflow of resources embodying
economic benefits will be required to settle the obligation, and a reliable estimate of the
amount of the obligation can be made.

2.21 Employee benefits

(1) Retirement benefit costs

The Group contributes to defined contribution retirement schemes under either
recognised ORSO schemes or MPF schemes that are available to the Group’s
employees. Contributions to the schemes by the Group and employees are
calculated as a percentage of employees’ basic salaries for the ORSO schemes and
in accordance with the MPF rules for MPF schemes. The retirement benefit scheme
costs are charged to the income statement as incurred and represent contributions
payable by the Group to the schemes. Contributions made by the Group that are
forfeited by those employees who leave the ORSO scheme prior to the full vesting
of their entitlement to the contributions are used by the Group to reduce the existing
level of contributions or to meet its expenses under the trust deed of the ORSO
schemes.

The assets of the schemes are held in independently-administered funds separate
from those of the Group.
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Notes to the Financial Statements (continued)

2. Material accounting policies (continued)

2.21 Employee benefits (continued)

(2) Leave entitlements

Employee entitlements to annual leave and sick leave are recognised when they
accrue to employees. A provision is made for the estimated liability for unused
annual leave and the amount of sick leave expected to be paid as a result of services
rendered by employees up to the end of the reporting period.

Compensated absences other than sick leave and special approved annual leave
are non-accumulating; they lapse if the current period’s entitlement is not used in
full. Except for unexpired annual leave, they do not entitle employees to a cash
payment for unused entitlement on leaving the Group.

(3) Bonus plans

The expected cost of bonus payments is recognised as a liability when the Group
has a present legal or constructive obligation as a result of services rendered by
employees and a reliable estimate of the obligation can be made. Liabilities for bonus
plans that are expected to be settled longer than twelve months will be discounted if
the amounts are significant.
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Notes to the Financial Statements (continued)

2. Material accounting policies (continued)

2.22 Current and deferred income taxes

Tax expenses for the period comprise current and deferred tax. Tax is recognised in the
income statement, except to the extent that it relates to items recognised directly in other
comprehensive income. In this case, the tax is also recognised in other comprehensive
income.

Income tax payable on profits, based on the applicable tax law enacted or substantially
enacted at the end of the reporting period in each jurisdiction where the Bank and its
subsidiaries, associates and joint ventures operate and generate taxable income, is
recognised as a current income tax expense in the period in which profits arise.

Deferred income tax is provided in full, using the balance sheet liability method, on
temporary differences arising between the tax bases of assets and liabilities and their
carrying amounts in the consolidated financial statements. Deferred income tax is
determined using tax rates and laws that have been enacted or substantially enacted by
the end of the reporting period and are expected to apply when the related deferred tax
asset is realised or the deferred tax liability is settled.

The principal temporary differences arise from asset impairment provisions,
depreciation of premises and equipment, and revaluation of certain assets including
securities at FVOCI and premises. However, the deferred income tax is not recognised
if it arises from initial recognition of an asset or liability in a transaction other than a
business combination that at the time of the transaction affects neither accounting nor
taxable profit or loss and does not give rise to equal taxable and deductible temporary
differences.
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Notes to the Financial Statements (continued)

2. Material accounting policies (continued)

2.22 Current and deferred income taxes (continued)

Deferred tax liabilities are provided in full on all taxable temporary differences. Deferred
tax assets are recognised on deductible temporary differences, the carry forward of any
unused tax credits and unused tax losses to the extent that it is probable that future
taxable profit will be available against which the deductible temporary differences, the
carry forward of unused tax credits and unused tax losses can be utilised.

Deferred income tax is charged or credited in the income statement except for deferred
income tax relating to fair value remeasurement of securities at FVOCI and revaluation
of premises which are charged or credited to other comprehensive income, in which
case the deferred income tax is also credited or charged to other comprehensive income
and is subsequently recognised in the income statement together with the realisation of
the deferred gain and loss.

Deferred tax liability or deferred tax asset arising from an investment property is
determined based on the presumption that the revaluation amount of such investment
property will be recovered through sale with the relevant tax rate applied.
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Notes to the Financial Statements (continued)
2. Material accounting policies (continued)

2.23 Fiduciary activities

The Group commonly acts as a trustee, or in other fiduciary capacities, that result in its
holding or managing assets on behalf of individuals, trusts and other institutions. These
assets and any gains or losses arising thereon are excluded from these financial
statements, as they are not assets of the Group.

2.24 Contingent liabilities and contingent assets

A contingent liability is a possible obligation that arises from past events and whose
existence will only be confirmed by the occurrence or non-occurrence of one or more
uncertain future events not wholly within the control of the Group. It can also be a present
obligation arising from past events that is not recognised because it is not probable that
an outflow of economic resources will be required or the amount of obligation cannot be
measured reliably.

A contingent liability is not recognised as a provision but is disclosed in the notes to the
financial statements. When a change in the probability of an outflow occurs so that
outflow is probable, it will then be recognised as a provision.

A contingent asset is a possible asset that arises from past events and whose existence
will only be confirmed by the occurrence or non-occurrence of one or more uncertain
future events not wholly within the control of the Group.

Contingent assets are not recognised but are disclosed in the notes to the financial
statements when an inflow of economic benefits is probable. When the inflow is virtually
certain, it will be recognised as an asset.

129



@ ¥ B4 brmn)amad

BANK OF CHINA (HONG KONG) LIMITED

W& EHIE (82)  Notes to the Financial Statements (continued)

2. BEESTIBUR () 2. Material accounting policies (continued)
2.25 FXREAL 2.25 Related parties
L SR BT S, For the purposes of these financial statements, a party is considered to be related to the
7 N (i) Rzl Group if that party (i) controls, jointly controls or has significant influence over the Group;
SRR A LR, s (i) is a member of the same financial reporting group, such as parents, subsidiaries and
T A hT fellow subsidiaries; (iii) is an associate or a joint venture of the Group or parent reporting
(i) 5 A F R — I % group; (iv) is a key management personnel of the Group or parents; (v) is subject to

common control with the Group; (vi) is an entity in which a person identified in (iv)
controls; and (vii) provides key management personnel services to the Group or its
parent. Related parties may be individuals or entities.
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3. NASBURRZE K 3. Critical estimates and judgements in applying accounting policies
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The Group makes estimates and assumptions that affect the carrying amounts of assets and
liabilities within the next reporting period. Estimates and judgements are continually evaluated
and based on historical experience and other factors, including expectations of future events
that are believed to be reasonable under the circumstances. Areas susceptible to changes in
essential estimates and judgements, which affect the carrying amount of assets and liabilities,
are set out below. The effects of changes to either the key assumptions or other estimation
uncertainties are presented below if it is practicable to determine. It is possible that actual
results may require material adjustments to the estimates referred to below.

3.1 Impairment losses on advances to customers

The Group reviews its credit portfolios to assess impairment at least on a quarterly basis.
Under HKFRS 9, the measurement of impairment losses across all categories of financial
asset requires judgement, in particular, the estimation of the amount and timing of future
cash flows and collateral values when determining impairment losses and the assessment
of a significant increase in credit risk. These estimates are driven by a number of factors,
changes of which can result in different levels of allowances.

The Group’s ECL calculations are outputs of complex models. The choice of variable
inputs and their interdependencies involves a series of assumptions. ECL models for
stage 1 and stage 2 exposures are developed by leveraging on the parameters
implemented under Note 4.1, where feasible and available. Elements of the ECL models
that are considered accounting judgements and estimates include:
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Notes to the Financial Statements (continued)

3. Critical estimates and judgements in applying accounting policies
(continued)

3.1 Impairment losses on advances to customers (continued)

« The Group’s internal credit rating models, which assign Probability of Defaults to the
individual ratings;

« The Group’s significant credit deterioration criteria (including internal credit rating
downgrade, days past due, drop in Mark-to-Market and qualitative assessment) for
assessing whether the financial assets’ impairment allowances should be measured on
a lifetime ECL basis;

« The segmentation of financial assets according to credit risk characteristics (portfolios
including Sovereign, Bank, Corporates, Retail Small Medium-sized Enterprise,
Residential Mortgage Loan and Credit Card) when their ECLs are assessed on a
collective basis;

« Development of ECL models, including the determination of macroeconomic factor
forecasts (including Gross Domestic Product growth, Consumer Price Index, Property
Price Index and Unemployment Rate) and the effect on Probability of Defaults, Loss
Given Defaults and Exposure at Defaults; and

« Selection of forward-looking macroeconomic scenarios (including four independent
scenarios i.e. good, baseline, bad and alternative) and their probability weightings.

In respect of credit-impaired exposures, expected credit losses are measured on an
individual basis by estimating the future recoverable cash flows. Factors affecting this
estimate include, among other things, the granularity of financial information related to
specific borrowers and their guarantors, the availability of meaningful information of
competitors and the relevance of sector trends to the future performance of specific
borrowers and cash flows from the sale of collateral.
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3. Critical estimates and judgements in applying accounting policies
(continued)

3.4 Z RIS (8

3.1 Impairment losses on advances to customers (continued)
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It has been the Group’s policy to regularly review its models in the context of actual loss
experience and adjust when necessary.

Carrying amounts of advances to customers as at 31 December 2025 are shown in Note
23.

3.2 Fair values of financial instruments

The fair values of financial instruments that are not quoted in active markets are
determined by using valuation techniques. Valuation techniques used include the use of
recent arm’s length transactions, discounted cash flows analysis and models with built-in
functions available in externally acquired financial analysis or risk management systems
widely used by the industry such as option pricing models, and other commonly used
market pricing models. To the extent practical, the models use observable data. In
addition, valuation adjustments may be adopted if factors such as credit risk are not
considered in the valuation models. Management judgement and estimates are required
for the selection of appropriate valuation parameters, assumptions and modelling
techniques.

The Group assesses assumptions and estimates used in valuation techniques including
review of valuation model assumptions and characteristics, changes to model
assumptions, the quality of market data, whether markets are active or inactive, other fair
value adjustments not specifically captured by models and consistency of application of
techniques between reporting periods as part of its normal review and approval
processes. Valuation techniques are validated and periodically reviewed and, where
appropriate, have been updated to reflect market conditions at the financial reporting date.
Further details will be discussed in Note 5.
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Notes to the Financial Statements (continued)

3. Critical estimates and judgements in applying accounting policies
(continued)

3.3 Deferred tax assets

Deferred tax assets on unused tax losses and unused tax credits are recognised and the
determination of the amount to be recognised requires significant management
judgement. Deferred tax asset on unused tax losses are recognised to the extent that it
is probable that taxable profit will be available against which the losses can be utilised.
Judgement is required to determine the amount of deferred tax assets that can be
recognised, based upon the likely timing and level of future taxable profits. For deferred
tax assets on unused tax credits, judgement is required to determine the amount of
deferred tax assets that can be recognised, based upon the estimation of available tax
credits and the possibility to recover such deferred tax assets recognised.

3.4 Determination of lease terms of leases

The Group determines the lease term as the non-cancellable term of the lease, together with
any periods covered by an option to extend the lease if it is reasonably certain to be
exercised, or any periods covered by an option to terminate the lease, if it is reasonably
certain not to be exercised.

The Group has the option, under some of its leases, to renew the leases for additional terms
of three to nine years. The Group applies judgement in evaluating whether it is reasonably
certain to exercise the option on the lease commencement date. During the evaluation, the
Group considers all relevant factors that create an economic incentive for it to exercise the
renewal option. After the commencement date, the Group reassesses the lease term if there
is a significant event or change in circumstances that is within its control and affects its ability
to exercise (or not to exercise) the option to renew (e.g. a change in business strategy).

Carrying amounts of right-of-use assets as at 31 December 2025 are shown in Note 27.
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BANK OF CHINA (HONG KONG) LIMITED

Notes to the Financial Statements (continued)

4. Financial risk management

The Group is exposed to financial risks as a result of engaging in a variety of business
activities. The principal financial risks are credit risk, market risk (including currency risk and
interest rate risk in the banking book) and liquidity risk. This note summarises the Group’s
exposures to these risks, as well as its objectives, risk management governance structure,
policies and processes for managing and the methods used to measure these risks.

Financial risk management framework

The Group’s risk management governance structure is designed to cover all business
processes and to ensure various risks are properly managed and controlled in the course of
conducting business. The Group has a robust risk management organisational structure with
a comprehensive set of policies and procedures to identify, measure, monitor and control
various risks that may arise. These risk management policies and procedures are regularly
reviewed and updated to reflect changes in markets and business strategies. Various groups
of risk takers assume their respective responsibilities for risk management.

The Board of Directors, representing the interests of shareholders, is the highest decision-
making authority of the Group and has the ultimate responsibility for risk management. The
Board, with the assistance of its committees, has the primary responsibility for the formulation
of risk management strategies, risk appetite and risk culture and ensuring that the Group has
an effective risk management system to implement these strategies.

The Risk Committee (“RC”), a standing committee established by the Board of Directors, is
responsible for overseeing the Group’s comprehensive risk and various types of risks,
approving Level | risk management policies and monitoring their implementation, and
approving significant or high risk exposures or transactions. The Audit Committee assists the
Board in fulfilling its role in overseeing the internal control system.
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BANK OF CHINA (HONG KONG) LIMITED

Notes to the Financial Statements (continued)

4. Financial risk management (continued)

Financial risk management framework (continued)

The senior management is responsible for the implementation of comprehensive risk
management and various types of risk management. The Chief Executive (“CE”) is
responsible for managing the Group’s comprehensive and various types of risks, and
approving material risk exposures or transactions within his authority delegated by the Board
of Directors. The Deputy Chief Executives (“DCEs”) assist the CE in fulfilling his
responsibilities on the day-to-day management of various types of risk, and are responsible
for approving material risk exposures or transactions within their authorities delegated by the
CE. The Chief Risk Officer (“CRQ”) assists the CE in fulfilling his responsibilities on day-to-
day management of various types of risks and internal control; responsible for initiating new
risk management strategies, projects and measures in response to regulatory changes that
will enable the Group to better monitor and manage any risks that may arise from time to time
from new businesses, products and changes in the operating environment and responsible
for reviewing material risk exposures or transactions within the delegated authority. In
accordance with the principle of setting the hierarchy of risk management policies approved
by the Board, senior management is responsible for approving the detailed risk management
policies of their areas.

Various units of the Group have their respective risk management responsibilities. Business
units act as the first line of defence while risk management units, which are the second line
of defence and are independent from the business units, are responsible for the day-to-day
management of different kinds of risks. Risk management units have the primary
responsibility for drafting, reviewing and updating various risk management policies and
procedures.

The Group’s principal banking subsidiaries are subjected to risk management policies that
are consistent with those of the Group. Risk management units of BOCHK monitor the risk
management status of these subsidiaries.

The Group has put in place appropriate internal control systems, including the establishment
of an organisation structure that sets clear lines of authority and responsibility for monitoring
compliance with policies, procedures and limits. Proper reporting lines also provide sufficient
independence of the control functions from the business areas, as well as adequate
segregation of duties throughout the organisation which helps to promote an appropriate
internal control environment.
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4. Financial risk management (continued)
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Product development and risk monitoring

To ensure the effectiveness of risk assessment and monitoring, the Group has a
comprehensive product development and risk monitoring system where roles and
responsibilities of all related units are clearly defined and proper due diligence processes on

product development are in place.

In accordance with the strategic objectives set by the Board and the Management, respective
product management units are responsible for formulating business and product development
plans, and proceeding to specific product development activities. The department of strategic
development shall ensure the plans are aligned with the Group’s overall strategies.
Departments that are responsible for risk management, legal, compliance and finance, etc.
are accountable for review of the risk assessment results.

Apart from product development and ongoing monitoring on existing products, respective
product management units shall identify and assess the risks of new products and existing
products. Risk management units shall conduct independent review on the product risk
assessment results and the corresponding risk management measures. Products can only be
launched upon completion of the product due diligence process to the satisfaction of all risk
management units.

A prudent approach is adopted in offering treasury products to our clients. All new treasury
products require approval from a dedicated committee before launching.

4.1 Credit risk

Credit risk is the risk of loss that a customer or counterparty is unable to or unwilling to
meet its contractual obligations. Credit risk exists in the trading book and banking book,
as well as from on- and off-balance sheet transactions of the Group. It arises principally
from lending, trade finance and treasury businesses.
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4.1 FERAK (8 4.1 Credit risk (continued)
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Credit risk management framework

The Group has formulated a comprehensive set of credit risk management policies and
procedures, and appropriate credit risk limits to manage and control credit risk that may
arise. These policies, procedures and credit risk limits are regularly reviewed and updated
to cope with changes in market conditions and business strategies.

The Group’s organisation structure establishes a clear set of authority and responsibility for
monitoring compliance with policies, procedures and limits.

The Chief Credit Officer, who reports directly to the CRO, takes charge of credit risk
management and is also responsible for the control of credit risk exposures of subsidiaries
in line with the credit risk management principles and requirements set by the Group.
Various units of the Group have their respective credit risk management responsibilities.
Business units act as the first line of defence in risk management. The Risk Management
Department (“RMD”), which is independent from the business units, is responsible for the
day-to-day management of credit risks and provides an independent due diligence through
identifying, measuring, monitoring and controlling credit risk to ensure an effective checks
and balances, as well as drafting, reviewing and updating credit risk management policies
and procedures. It is also responsible for the design, development and maintenance of the
Group’s internal rating system and ensures the system complies with the relevant regulatory
requirements. Back offices are responsible for credit administration, providing operations
support and supervision on the implementation of prerequisite terms and conditions of credit
facilities.

In accordance with the Group’s operating principle, the Group’s principal subsidiaries have
to formulate their own credit risk policies that are consistent with those of the Group’s core
principle. These subsidiaries are required to submit their risk management reports to the
Group’s Management on a regular basis.
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4. Financial risk management (continued)

4.1 FERAK (8 4.1 Credit risk (continued)
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Credit risk management framework (continued)

The Board of Directors delegates credit approval authority to the CE. The CE can further
delegate to the subordinates within his limit authorised by the Board of Directors. The Group
sets the limits of credit approval authority according to the credit business nature, rating,
the level of transaction risk, and the extent of the credit exposure.

Credit risk measurement and control

In view of the rapidly changing market conditions, the Group has been continuously
revisiting its credit strategies and conducting rigorous reviews on the concerned portfolios.

Advances

Different credit approval and control procedures are adopted according to the level of risk
associated with the customer, counterparty or transaction. The Credit Risk Assessment
Committee, comprising experts from credit and other functions, is responsible for making
an independent assessment of material credit applications which require the approval of
DCEs or above. Credit applications for non-retail exposures are independently reviewed
and objectively assessed by risk management units. Obligor ratings (in terms of probability
of default) and facility ratings (in terms of loss given default) are assigned to these portfolios
to support credit approval. Retail internal rating systems are deployed in the risk
assessment of retail credit transactions, including small business loans under retail
exposures, residential mortgage loans, personal loans and credit cards, etc. Loan grades,
obligor and facility ratings as well as loss estimates (if applicable) are used to support credit
approval.
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4. Financial risk management (continued)

41 fFRAE (8 4.1 Credit risk (continued)
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Credit risk measurement and control (continued)

Advances (continued)

The Group also uses loan grades, obligor ratings and loss estimates (if applicable) to
support credit monitoring, reporting and analysis of credit risk information. For non-retail
exposures, more frequent rating review and closer monitoring are required for higher-risk
customers. For retail exposures, monthly updated internal ratings and loss estimates are
used for credit monitoring on a portfolio basis. More comprehensive review is required for
obligors being identified under high-risk pools.

The Group employs an internal master rating scale that can be mapped to Standard &
Poor’s external credit ratings. The structure of internal master rating scale is in compliance
with the requirement of the Banking (Capital) Rules under the Hong Kong Banking
Ordinance.

The RMD provides regular credit management information reports and ad hoc reports to
the Management Committee (“MC”), the RC and Board of Directors to facilitate their
continuous monitoring of credit risk.

In addition, the Group identifies credit concentration risk by industry, geography, customer
or counterparty. The Group monitors changes to every counterparties credit risk, quality of
the credit portfolio and credit risk concentrations, and reports regularly to the Group’s
Management.
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4. Financial risk management (continued)

41 fFRXR (8 4.1 Credit risk (continued)
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Credit risk measurement and control (continued)

Advances (continued)

The Group adopts loan grading criteria which divide credit assets into five categories with
reference to the HKMA's guidelines, as below:

“Pass” represents loans where the borrower is current in meeting its repayment obligations
and full repayment of interest and principal is not in doubt.

“Special Mention” represents loans where the borrower is experiencing difficulties which
may threaten the Group’s recoverability of the loan principal and interest. Ultimate loss is
not expected at this stage but could occur if adverse conditions persist.

“Substandard” represents loans where the borrower displays a definable weakness that
is likely to jeopardise repayment.

“Doubtful” represents loans where collection in full is improbable and the Group expects
to sustain a loss of principal and/or interest, taking into account the net realisable value of
the collateral.

“Loss” represents loans which are considered uncollectible after all collection options
(such as the realisation of collateral or the institution of legal proceedings) have been
exhausted.

The Group will write-off the financial assets, either partially or in full, when there is no
realistic prospect of recovery or reasonable expectation of full recovery upon assessment.
After realisation of the collateral of secured financial assets, the net value of the financial
assets will be written-off if there is no prospect of recovery.
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4. Financial risk management (continued)

41 fFRXR (8 4.1 Credit risk (continued)
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Credit risk measurement and control (continued)

Debt securities and derivatives

For investments in debt securities, the obligor ratings or external credit ratings and credit
limits setting on customer/security issuer basis are used for managing credit risk
associated with the investment. For derivatives, the Group sets customer limits to manage
the credit risk involved and follows the same approval and control processes as applied
for advances. On-going monitoring and stop-loss procedures are established.

Settlement risk arises mainly from foreign exchange transactions with counterparties and
also from derivative transactions in any situation where a payment in cash, securities or
equities is made but the corresponding receipt in cash, securities or equities is not
received. Daily settlement limits are established for each counterparty or customer to
cover all settlement risks arising from the Group’s market transactions on any single day.

Financial instruments are considered to be in default when one or more events that have
a detrimental impact on the estimated future cash flows occurred such as past due for
more than 90 days or the borrower is unlikely to pay in full for its debt obligations to the
Group.

Credit-impaired financial instruments are classified as Stage 3 and lifetime expected
credit losses will be recognised. Evidence that a financial instrument is credit-impaired
include observable data about the following events:

- Significant financial difficulty incurred by the borrower;
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Notes to the Financial Statements (continued)

4. Financial risk management (continued)

4.1 Credit risk (continued)

Expected Credit Loss (“ECL”) Methodology (continued)

Stage 2: if the financial instruments are not credit-impaired during origination but their
credit risk has increased significantly since origination, and the impairment allowance is
measured at an amount equal to the lifetime ECL;

Stage 3: if the financial instruments are credit-impaired and their future cash flows of that
financial instruments are adversely affected by one or more events, and the impairment
allowance is measured at an amount equal to the lifetime ECL.

The Group has established the significant credit deterioration criteria framework to
determine the stage of the financial instruments. The framework incorporates both
quantitative and qualitative assessment, taking into account of factors such as number of
days past due, change in IRB rating, low credit risk threshold and the watchlist.

The customer credit ratings in the internal model are classified into 27 grades. The lowest
(27th) credit grading equates to defaulted customers while the others are assigned to
non-defaulted customers. The quantitative and qualitative criteria considered in
determining significant credit deterioration include:

Quantitative criteria
- Failure to make payments of principal or interest 30 days after the contractual due
dates;

- At the reporting date, the credit risk is deemed to increase significantly when the
remaining lifetime PD rises by more than a certain range from initial recognition, and
reflected as a drop in customer’s credit rating by corresponding level according to the
different PD at initial recognition. On average, there is a significant increase in credit
risk when the customer’s credit rating drops by 5 grades.
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Notes to the Financial Statements (continued)

4. Financial risk management (continued)

4.1 Credit risk (continued)

Expected Credit Loss (“ECL”) Methodology (continued)

ECL is measured at an unbiased and probability-weighted amount that is determined by
evaluating a range of possible outcomes, the time value of money and reasonable and
supportable information about past events, current conditions and forecasts of future
economic conditions. The Group adopts four economic scenarios in the ECL
measurement, including “Good”, “Baseline”, “Bad” and “Alternative” scenarios, to meet
the requirements of HKFRS 9. The “Baseline” scenario represents a most likely outcome.
“Good” and “Bad” scenarios represent the estimated deviations of the “Baseline” scenario,
which are either more optimistic or more pessimistic as compared with “Baseline”
scenario. The “Alternative” scenario represents a more pessimistic scenario than the
“Bad” scenario, to reflect the Management’s view on severe downside risks of the
idiosyncratic events that may have severe impact on the performance and asset quality
of the credit portfolio, when the Management considers the risk cannot be fully reflected
in the three scenarios (i.e. “Good”, “Baseline” and “Bad” scenarios) derived from forecasts
and historical data.
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Notes to the Financial Statements (continued)

4. Financial risk management (continued)

4.1 Credit risk (continued)

Expected Credit Loss (“ECL”) Methodology (continued)

The “Baseline” and “Alternative” scenarios are prepared by the Group’s Economics &
Strategic Planning Department. Historical data, economic trend, external economic
forecast from governmental and non-governmental organisation, etc. are also used as
reference benchmarks to ensure the “Baseline” scenario is reasonable and supportable.
For the “Good” and “Bad” scenarios, the Group makes reference to the historical
macroeconomics data for estimating the deviations. The “Alternative” scenario reflects
the Management’s review of the tail of the economic distribution, incorporating a number
of risk events, including further escalation of geopolitical tensions coupled with other
uncertainties, worsening of global supply chains, rising global inflation rate, the monetary
tightening policy of Central Banks and interest rate hikes which eventually pose a
significant pressure on economy.

The core macroeconomic factors in the major countries/regions where the Group
operates such as Gross Domestic Product (“GDP”) growth, and other key macroeconomic
factors such as Consumer Price Index, Property Price Index and Unemployment Rate are
applied in the economic scenarios. These macroeconomic factors are considered
important to the Group’s ECL in statistical analysis and business opinion.

The probability weight assigned for each scenario reflects the Group’s view for the
economic environment, following the Group’s prudent and consistent credit strategy of
ensuring the adequacy of impairment allowance. A higher probability weight is assigned
to the “Baseline” scenario to reflect the most likely outcome and a lower probability weight
is assigned to the “Good”, “Bad” and “Alternative” scenarios to reflect the less likely
outcomes. As of December 2025, the probability weight of the Group’s “Baseline” scenario
is higher than the sum of probability weight of “Good”, “Bad” and “Alternative” scenarios.
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Notes to the Financial Statements (continued)

4. Financial risk management (continued)

4.1 Credit risk (continued)
Expected Credit Loss (“ECL”) Methodology (continued)

The core macroeconomic factor used by the Group to assess ECL:

TG IR & R 1% 5 Ll fIRRR A 5 PEESIE
Macroeconomic Factor Good Scenario Baseline Scenario Bad Scenario | Alternative Scenario
2026 F A AN A BAE K o o o o
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The calculation of ECL is affected by macroeconomic factors and economic scenarios. In
principle, an increase in ECL would be resulted if more pessimistic macroeconomic
factors are applied in ECL assessment or a higher probability weight is assigned to the
“Bad” scenario. The Group reviews the macroeconomic factors used in the ECL model
and the probability weight of economic scenarios on a quarterly basis according to the
established mechanism.

RC is responsible for approving ECL methodology and the Management is responsible
for the ECL model implementation. Credit Risk Management is responsible for the
maintenance of ECL methodology including models review and parameters update on a
regular basis. Independent Model Validation Team is responsible for the annual validation
of ECL models. If there is any change in ECL methodology, the Group will follow the
proper approval process.

As at 31 December 2025, the ECL will be increased by 1.72% (2024: 1.67%) if 5% of the
probability weight is shifted from “Baseline” scenario to “Bad” scenario; and will be
decreased by 0.99% (2024: 0.80%) if 5% of the probability weight is shifted from “Baseline”
scenario to “Good” scenario.
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Notes to the Financial Statements (continued)

4. Financial risk management (continued)

4.1 Credit risk (continued)

Collateral held as security and other credit enhancements

The valuation and management of collateral have been documented in the credit risk
management policies and procedures which cover acceptance criteria, validity of
collateral, loan-to-value ratio, haircut ratio, valuation and insurance, etc. The collateral is
revalued on a regular basis, though the frequency and the method used varies with the
type of collateral involved and the nature and the risk of the underlying credit. The Group
has established a mechanism to update the value of its main type of collateral, property
collateral including the use of public indices on a portfolio basis. Collateral is insured with
the Group as the primary beneficiary. In the personal sector, the main types of collateral
are real estate, cash deposits and securities. In the commercial and industrial sector, the
types of collateral include real estate, securities, cash deposits, vessels, aircraft, etc.

For loans guaranteed by a third party, the Group will assess the guarantor’s financial
condition, credit history and ability to meet obligations.

As at 31 December 2025, the fair value of collateral held by the Group that was permitted
to sell or re-pledge in the absence of default by the borrower amounted to HK$46,035
million (2024: HK$32,350 million). The Group had not sold or re-pledged such collateral
(2024: Nil). These transactions are conducted under terms that are usual and customary
to reverse repurchase and securities borrowing agreements.
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Notes to the Financial Statements (continued)

4. Financial risk management (continued)

4.1 Credit risk (continued)

(A) Credit exposures

The maximum credit exposure is the worst case scenario of exposure to the Group
without taking into account any collateral held or other credit enhancements. For on-
balance sheet assets, the maximum exposure to credit risk equals their carrying
amount. For letters of guarantee issued, the maximum exposure to credit risk is the
maximum amount that the Group could be required to pay if the guarantees are called
upon. For loan commitment and other credit related liabilities, the maximum exposure
to credit risk is the full amount of the committed facilities.

The nature of the collateral held and other credit enhancements and their financial
effect to the different classes of the Group’s financial assets are as follows.

Balances and placements with banks and other financial institutions

These exposures are generally considered to be low risk due to the nature of the
counterparties. Collateral is generally not sought on these assets.

Financial assets at fair value through profit or loss and investment in securities

Collateral is generally not sought on debt securities.
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4. Financial risk management (continued)
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4.1 Credit risk (continued)

(A) Credit exposures (continued)
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EMTREXET
ISDA LWz )+
BB S REFE o AR
o5 FSCRERH, HEA
et A S —
T A 77, WER
558 R A AH

DR S AR, SR
AV R ARG [

— AR R R B A
T8 149 T, AR
i 5t D S oAb U I
BT R W e W 4% 38 A7
A (R AN )RR 7K 4R
FIVTAY, 25 REIE 2 2 #K
Pl A RE R
AT B RO
T4 163 & 164 .
BT R W e W 4% 38 A7
Rz EEAE M
R BT BHE 38, HiA
9 08 0 0 T 4
Mz &, B
BEOERER T %, AR
S VP A R A5 W
R FHEM. T 2025
£12 A 31 H, A
W B 2 PR OR U
W% MR A RN
10.15% (2024 4F:
10.65%) .

Derivative financial instruments

The Master Agreement published by the International Swaps and Derivatives
Association, Inc. (‘ISDA Master Agreement’) is the preferred agreement for
documenting derivative activities of the Group. It provides the contractual framework
under which dealing activities of over-the-counter (“OTC”) transactions are conducted,
and sets out close-out netting provisions upon termination following the occurrence of
an event of default or a termination event. In addition, if deemed necessary, Credit
Support Annexes will be included to form part of the Schedule to the ISDA Master
Agreement. Under the Credit Support Annexes, collateral is passed from one
counterparty to another, as appropriate, to mitigate the credit exposures.

Advances and other accounts, loan commitments and financial guarantee contracts

The general types of collateral are disclosed on page 149. Advances and other
accounts, loan commitments and financial guarantee contracts are collateralised to the
extent considered appropriate by the Group taking account of the risk assessment of
individual exposures. The collateral coverage of advances to customers is analysed on
pages 163 to 164. The components and nature of loan commitments and financial
guarantee contracts are disclosed in Note 38. Regarding the commitments that are
unconditionally cancellable without prior notice, the Group would assess the necessity
to withdraw the credit line in case where the credit quality of a borrower deteriorates.
For loan commitments and financial guarantee contracts, 10.15% (2024: 10.65%) were
covered by collateral as at 31 December 2025.
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4. Financial risk management (continued)

4.1 Credit risk (continued)

(B) Advances and other accounts

Notes to the Financial Statements (continued)

Gross advances and other accounts before impairment allowances are summarised

by product type as follows:

Advances to customers

Personal
- Mortgages
- Credit cards
- Others
Corporate

- Commercial loans

- Trade finance

Trade bills

Advances to banks and other financial

institutions

2025 2024
WHEAT WMHE It
HK$’'m HK$'m
474,995 451,107
13,046 13,204
135,240 136,633
1,053,714 1,034,476
41,202 44,850
1,718,197 1,680,270
3,157 2,154
4,985 2,222
1,726,339 1,684,646

Advances with a specific repayment date are classified as overdue when the principal
or interest is past due and remains unpaid. Advances repayable by regular
instalments are classified as overdue when an instalment payment is past due and
remains unpaid. Advances repayable on demand are classified as overdue either
when a demand for repayment has been served on the borrower but repayment has
not been made in accordance with the instruction or when the advances have

remained continuously to exceed the approved limit that was advised to the borrower.
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Notes to the Financial Statements (continued)

4. Financial risk management (continued)

4.1 Credit risk (continued)

(B) Advances and other accounts (continued)

Advances classified as Stage 3 may not necessarily result in impairment loss where
the advances are fully collateralised.

Gross advances and other accounts before impairment allowances are analysed by
internal credit grade and stage classification as follows:

2025
F—BrE =14 B=EHE Bt
Stage 1 Stage 2 Stage 3 Total
WMEAT Y WhEAT WTEART
HK$’'m HK$’'m HK$’'m HK$’'m
Advances to customers
Pass 1,633,118 27,817 - 1,660,935
Special mention 1,870 35,811 - 37,681
Substandard or below - - 19,558 19,558
1,634,988 63,628 19,558 1,718,174
Trade bills
Pass 3,157 - - 3,157
Special mention - - - -
Substandard or below - - - -
3,157 - - 3,157
Advances to banks and
other financial
institutions
Pass 4,985 - - 4,985
Special mention - - - -
Substandard or below - - - -
4,985 - - 4,985
1,643,130 63,628 19,558 1,726,316
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4.1 Credit risk (continued)

4. Financial risk management (continued)

(B) Advances and other accounts (continued)

Notes to the Financial Statements (continued)

Impairment allowances

Advances and other
accounts at amortised
cost

Advances and other
accounts at fair value
through other
comprehensive
income

2025
FWB B_HrEt BB Bt
Stage 1 Stage 2 Stage 3 Total
WHRHATT WHHAT BHEAT WHEART
HK$’'m HK$’'m HK$’'m HK$’'m
(4,024) (7,081) (7,653) (18,758)
- (1) (12)

(1)
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Notes to the Financial Statements (continued)

4. Financial risk management (continued)

41 FRRAK (5
(B) Rk R H AR

4.1 Credit risk (continued)

(B) Advances and other accounts (continued)

€-9)
2024
BB BB e e Mt
Stage 1 Stage 2 Stage 3 Total
G ATNEWA HEME T WHH T G ATNEWS W
HK$'m HK$'m HK$'m HK$'m
EPBER Advances to customers
B Pass 1,625,199 13,574 - 1,638,773
TR ERE Special mention 2,288 20,748 - 23,036
Ve E1e Substandard or below - - 17,652 17,652
1,627,487 34,322 17,652 1,679,461
BB Trade bills
B Pass 2,153 - - 2,153
TEERIE Special mention 1 - - 1
WHBLL T Substandard or below - - - -
2,154 - - 2,154
BUT R HA SR Advances to banks and
K other financial
institutions
ey Pass 2,222 - - 2,222
WEHE Special mention - - - -
BT Substandard or below - - - -
2,222 - - 2,222
1,631,863 34,322 17,652 1,683,837
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MEMEFME (82  Notes to the Financial Statements (continued)
4. SREXRERE (8 4. Financial risk management (continued)

4.1 FERAK (8 4.1 Credit risk (continued)
(B) FEERk & H A MK IR (B) Advances and other accounts (continued)
€3]
2024
M 192 F=prE Bt
Stage 1 Stage 2 Stage 3 Total
HEME T wmE LT #wmE LT WwmE LT
HK$'m HK$'m HK$'m HK$'m
WAEHE Impairment allowances
DASEAR AR T 2 Advances and other
BT A K 57 accounts at amortised
cost (5,462) (1,551) (7,950) (14,963)
PAAAEZ AT Advances and other
HAb AT 2 accounts at fair value
DR B HAth e T3 through other
comprehensive
income (6) - - (6)
T 2025 £ 12 H As at 31 December 2025 and 2024, advances and other accounts by internal credit grade and
31 H % 2024412 stage classification did not include advances and other accounts mandatorily classified at fair
H 31 H, 8Kk value through profit or loss.
F At T T50 4 A
ER R WS
AL i ] 43 2
9 BLA P AR Ak
THAN B2 2 BE K
e F AT o
T 2025 £ 12 H As at 31 December 2025, included in the Stage 3 advances and other accounts at fair value
31 H, F=HELL through other comprehensive income are purchased or originated credit-impaired (“POCI”) and
NP E AR TN impairment allowances made in respect of such advances amounted to HK$169 million (2024:
At 4 T U 25 2 Nil) and HK$1 million (2024 Nil) respectively.
BT R B H Ath K T
£, 55 Mg N BOUR AR
145 5% I 1B BT 5K
Bt A O B R A
2 A HE %

AT 1.69 12
JG (2024 4 )
JEm 0.01 127t
(2024 F: o).
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Notes to the Financial Statements (continued)

4. Financial risk management (continued)

41 FRRAK (5
(B) Rk R H AR

4.1 Credit risk (continued)

(B) Advances and other accounts (continued)

(8)

DRSS ABIK T2 J

Reconciliation of impairment allowances and gross amount for advances and other

& B AN accounts is as follows:
BARUTT :
2025
BB BB E=HBt Bt
Stage 1 Stage 2 Stage 3 Total
WMEAX WETAAKL WBTEAT WBHEAT
HK$’'m HK$’'m HK$’'m HK$’'m
AR HES Impairment allowances
F 20251 H1H At 1 January 2025 5,462 1,551 7,950 14,963
BB Transfer to Stage 1 52 (49) (3) -
HEENB Transfer to Stage 2 (2,444) 2,448 (4) .
HRERE =B Transfer to Stage 3 (7) (384) 391 -
W B AR 7 e 2 AR B Changes arising from
transfer of stage (31) 3,018 1,364 4,351
AAER %O Charge for the year® 3,263 898 3,032 7,193
AAEHR [0 Reversal for the year(® (2,346) (399) (559) (3,304)
G Write-offs - - (4,798) (4,798)
Wi Im] s ik 150 Recoveries - - 151 151
S ZE R0 J Fo At Exchange difference
and others 75 @ 129 202
F 2025412 31 H At 31 December 2025 4,024 7,081 7,653 18,758
it R & (B 12) Charged to income
statement (Note 12) 8,240
2025
F—HrB p Sl 124 BB Bt
Stage 1 Stage 2 Stage 3 Total
wBmEA)L WhmEATL  WBWEAX  BTWEART
HK$’'m HK$’'m HK$’'m HK$’'m
B Gross amount
F+202541H1H At 1 January 2025 1,631,863 34,322 17,652 1,683,837
BRERE—NE Transfer to Stage 1 1,375 (1,342) (33) -
AR B Transfer to Stage 2 (32,481) 32,500 (19) -
R Transfer to Stage 3 (1,121) (3,641) 4,762 -
e /A pEi Yia Net change in
exposures 34,903 1,764 1,847 38,514
G Write-offs ; ) (4,798) (4,798)
V50 ZE 40 R oA Exchange difference
and others 8,591 25 147 8,763
T-202512 A 31 H At 31 December 2025 1,643,130 63,628 19,558 1,726,316
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Notes to the Financial Statements (continued)

4. Financial risk management (continued)

4.1 Credit risk (continued)

(B) Advances and other accounts (continued)

2024
HBr 1Bt FEHrB Mt
Stage 1 Stage 2 Stage 3 Total
WEME G WM HE I WME AT HEHE LT
HK$'m HK$'m HK$'m HK$'m
Impairment allowances
At 1 January 2024 4,123 1,056 9,555 14,734
Transfer to Stage 1 208 (205) (3) -
Transfer to Stage 2 (108) 252 (144) -
Transfer to Stage 3 (6) (286) 292 -
Changes arising from
transfer of stage (193) 345 647 799
Charge for the year® 3,485 1,019 2,961 7,465
Reversal for the year(® (2,014) (611) (678) (3,303)
Write-offs - - (4,718) (4,718)
Recoveries - - 168 168
Exchange difference
and others (33) (19) (130) (182)
At 31 December 2024 5,462 1,551 7,950 14,963
Charged to income
statement (Note 12) 4,961
2024
HBrE B H=BrE it
Stage 1 Stage 2 Stage 3 Total
whEAT  EmAEAT BmEAT EBHEAT
HK$'m HK$'m HK$'m HK$'m
Gross amount
At 1 January 2024 1,671,701 21,046 17,797 1,710,544
Transfer to Stage 1 3,999 (3,974) (25) -
Transfer to Stage 2 (19,087) 19,393 (306) -
Transfer to Stage 3 (326) (4,521) 4,847 -
Net change in
exposures (20,515) 2,472 89 (17,954)
Write-offs - - (4,718) (4,718)
Exchange difference
and others (3,909) (94) (32) (4,035)
At 31 December 2024 1,631,863 34,322 17,652 1,683,837

(i) Charge for the year comprises the impairment losses attributable to new loans, remaining
loans without stage transfers, and changes to risk parameters, etc.

(i) Reversal for the year comprises reversal of impairment losses attributable to loan repaid,
remaining loans without stage transfers, and changes to risk parameters, etc.
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Notes to the Financial Statements (continued)

4. Financial risk management (continued)

41 FRRAK (5
(B) SRk AR

4.1 Credit risk (continued)

(B) Advances and other accounts (continued)

€ 9)

(a) WRAEDTEK (a) Impaired advances
TAE 2 % 5EEK Impaired advances to customers are analysed as follows:
MR :

2025 2024
whEAT HHE LT
HK$’m HK$'m
T2 DRk A Gross impaired advances
to customers 19,558 17,652
R Ialhe- GuX i Percentage of gross advances to
Horth customers 1.14% 1.05%
IR KA Impairment allowances made in
ZIAEHEE respect of such advances 7,653 7,950
WAEHE % T H R The impairment allowances were made after taking into account the value of
RS R collateral in respect of the credit-impaired advances.
e .
2025 2024
WMEAT WM E T
HK$’'m HK$'m
R AT R Current market value of collateral held
W PR against the covered portion of such
HEHP T advances to customers 24,008 14,927
R R Covered portion of such advances to
ZEPBER customers 11,103 8,248
IR BEAHN R Uncovered portion of such advances to
LR customers 8,455 9,404
T 2025 12 A As at 31 December 2025, there were no impaired trade bills and advances to

31 H, BHREZ
S5 2 4w AR AT
Jo oAt & @b bl
R (2024 4.

I .

banks and other financial institutions (2024: Nil).
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4. Financial risk management (continued)

4.1 Credit risk (continued)

(B) Advances and other accounts (continued)

(b) Advances overdue for more than three months

Notes to the Financial Statements (continued)

The gross amount of advances overdue for more than three months is analysed

as follows:

2025 2024
Lp-Iaknd est.i] % SR R
Bl Bkt
% of gross % of gross
&M advances to X advances to
Amount customers Amount customers
BMEAT I TREWAIY
HK$’m HK$'m
Gross advances to
customers which
have been
overdue for:
- six months or
less but over
three months 4,213 0.24% 914 0.05%
- one year or
less but over
six months 2,711 0.16% 1,321 0.08%
- over one year 8,404 0.49% 9,979 0.60%
Advances overdue
for over three
months 15,328 0.89% 12,214 0.73%
Impairment
allowances
made in respect
of such
advances
- Stage 3 6,693 6,926
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MEMEFME (82  Notes to the Financial Statements (continued)
4. SREXRERE (8 4. Financial risk management (continued)

4.1 FERAK (8 4.1 Credit risk (continued)
(B) FEERk & H A MK IR (B) Advances and other accounts (continued)
€-9)
(b) @ 3 MH (b) Advances overdue for more than three months (continued)
2R (8
2025 2024
WHEAT WME T
HK$’'m HK$'m
i IR A HEHR Current market value of collateral held
EAEIaN v against the covered portion of such
HEH S TAE advances to customers 13,705 4,594
IR AR S Covered portion of such advances to
2R FHEK customers 9,462 3,801
IR AT R Uncovered portion of such advances to
o uk v /¢ customers 5,866 8,413
3 A BF 3K B A Collateral held against overdue or impaired loans is principally represented by
TE K SR T R charges over business assets such as commercial and residential premises for
HOH A E A corporate loans and mortgages over residential properties for personal loans.
FIR B RO %
Pk K AE
BE. MARER
TN MEEIZE
b,
T 2025 4 12 H As at 31 December 2025, there were no trade bills and advances to banks and
31 H, &H @i other financial institutions overdue for more than three months (2024: Nil).
ot 3MNHZ G

I ATRAT S FoAt
& RhBL M BT K
(2024 4 ).
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MEMEFME (82  Notes to the Financial Statements (continued)
4. SREXRERE (8 4. Financial risk management (continued)

4.1 FERAK (8 4.1 Credit risk (continued)
(B) Rk R H AR (B) Advances and other accounts (continued)
€3]
(c) ZEAK (c) Rescheduled advances
2025 2024
LR IRknE 9=t SRk & OuX
" Hort
% of gross % of gross
&M advances to ] advances to
Amount customers Amount customers
WMEAK WME T
HK$’'m HK$'m
ZHEMAK IR Rescheduled
HAT (AN advances to
BT Dapkd customers net
3B of amounts
i) included in
“Advances
overdue for
more than
three months” 328 0.02% 1,338 0.08%
28 /1 PY R R Rescheduled advances are those advances that have been restructured and
R ONIE RN renegotiated between the bank and borrowers because of deterioration in the
BN BOGVE iR R financial position of the borrower or the inability of the borrower to meet the
TE I K ) 3R R original repayment schedule, and the revised repayment terms, either of interest
K BRAT SRR or the repayment period, are “non-commercial” to the Group. Rescheduled
N E B 8 3L K advances, which have been overdue for more than three months under the
ppalioEENv /¢ revised repayment terms, are included in “Advances overdue for more than three
HETEWAE R months”.
Fil S BRI R A
R 5% A X 4R

MmEET TRk
. EiTiERt
X G < & A
A 3
NAL AL
[l 34~ H
2R W
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4. Financial risk management (continued)

Notes to the Financial Statements (continued)

41 FRRAK (5

(B) FTRBIHMIKIR
(8
(d) Z/EHESE

(i) AT WK
L IR AE =Y I

LR =T &
YA B AT
sy,

4.1 Credit risk (continued)

(B) Advances and other accounts (continued)

(d) Concentration of advances to customers

(i) Sectoral analysis of gross advances to customers

The following analysis of the gross advances to customers by industry sector is
based on the categories with reference to the completion instructions for the
HKMA return of loans and advances.

Tl oy K752
WA R &
WKL &R
MR AR
ENIDEL LR
2025
I HR WS -
HAHITE FEME=
BZHAW WAEREE - 74214
B PR A % covered BERB Impairment
Gross by collateral Impairment  allowances -
advances to or other WA @Y  allowances - Stages 1
customers security Impaired Overdue Stage 3 and 2
WHEAL WTEAT WHEAT WME AL WHEAL
HK$’m HK$’'m HK$’m HK$’m HK$’m
TERF I ek Loans for use in Hong Kong
TRi4anY Industrial, commercial and
financial
- Pl - Property development 156,785 23.33% 4,321 2,092 798 2,297
- Wb - Property investment 95,904 59.17% 5,025 5,025 1,110 804
- Gl - Financial concerns 27,501 0.65% 50 - 16 46
- REsa - Stockbrokers 4,362 81.74% - - - 2
- {UR K EE - Wholesale and retail trade 41,831 26.37% 414 352 92 123
- gk - Manufacturing 59,046 5.28% 369 105 156 182
- Efi Raski - Transport and transport
equipment 66,265 11.62% 16 28 1" 124
- RINEZN - Recreational activities 17 96.96% - - - -
- VHIRHE - Information technology 32,339 0.63% 3 6 1 57
- Jib - Others 207,592 29.11% 4,166 4,629 2,869 598
A Individuals
- W EEEHET - Loans for the purchase of
N NIk A flats in Home Ownership
ERR A E Scheme, Private Sector
R 15 Participation Scheme
o h and Tenants Purchase
# Scheme 63,926 99.85% 166 665 2 105
- WS E Y. - Loans for purchase of
R other residential
properties 407,914 99.20% 454 2,366 58 377
- [EHRIER - Credit card advances 13,035 - 100 437 61 236
- Hdib - Others 125,396 95.63% 178 1,056 62 138
TER M 2 SR Total loans for use in Hong
Kong 1,301,913 58.99% 15,262 16,761 5,236 5,089
SR Y Trade financing 41,202 18.13% 460 451 244 58
TEFHELIIMER Z 5%k Loans for use outside Hong
Kong 375,082 5.25% 3,836 3,125 2,173 5,948
E-9Rg ¢ est.l Gross advances to customers 1,718,197 46.28% 19,558 20,337 7,653 11,095
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MEMEFME (82  Notes to the Financial Statements (continued)
4. SREXRERE (8 4. Financial risk management (continued)

41 FRRAK (5

(B) FTRBIHMIKIR
(8
(d) B REREDE
8

(i) mirk R
AN & OsY

4.1 Credit risk (continued)

(B) Advances and other accounts (continued)

(d) Concentration of advances to customers (continued)

(i) Sectoral analysis of gross advances to customers (continued)

€:9)
2024
A it B A HES -
FoAb AT a1
#ZEH AR - BBt
LRk sk i % covered =B Impairment
Gross by collateral Impairment  allowances -
advances to or other JRAE i@ allowances - Stages 1
customers security Impaired Overdue Stage 3 and 2
WEMHTT BEMEATG  #MmET WEMETIT WEMETIT
HK$'m HK$'m HK$'m HK$'m HK$'m
TERBHIZ 55K Loans for use in Hong Kong
T4y Industrial, commercial and
financial
- Pk - Property development 166,412 25.77% 2,327 1,352 107 1,320
- PlbAE - Property investment 90,844 60.34% 1,986 117 149 661
- SRl - Financial concerns 19,524 1.42% - - - 27
- EEas - Stockbrokers 3,475 64.70% - - - -
- SRR - Wholesale and retail trade 35,172 34.51% 183 267 75 143
- ik - Manufacturing 54,468 6.44% 86 103 59 102
- 8% Kkt - Transport and transport
equipment 65,531 11.80% 82 26 62 125
- PRIRIES) - Recreational activities 1 90.14% - - - -
- FIRHY - Information technology 40,297 0.28% - 4 - 72
- HAth - Others 197,084 34.41% 4,269 5,253 2,213 577
N Individuals
- SRS R - Loans for the purchase of
K. FAABR S flats in Home Ownership
R E Scheme, Private Sector
HEHIE 1S Participation Scheme
i and Tenants Purchase
h Scheme 51,167 99.74% 17 577 1 102
- WSEHAMEEYIZ. - Loans for purchase of
S other residential
properties 397,228 98.47% 360 2,409 30 438
- fEHRAEK - Credit card advances 13,192 - 101 460 63 224
- HAth - Others 122,380 95.53% 149 1,091 56 168
TEAUEEH bR Total loans for use in Hong
Kong 1,256,785 59.73% 9,560 11,659 2,815 3,959
R Ly Trade financing 44,850 19.53% 513 415 241 61
TEAUELIIMER Z 55K Loans for use outside Hong
Kong 378,635 4.53% 7,579 7,298 4,894 2,988
BRI Gross advances to customers 1,680,270 46.22% 17,652 19,372 7,950 7,008
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W& REHE (82)  Notes to the Financial Statements (continued)
4. SREXRERE (8 4. Financial risk management (continued)

4.1 FERAK (8 4.1 Credit risk (continued)
(B) Rk R H AR (B) Advances and other accounts (continued)
€3]
d) BPRREDEF (d) Concentration of advances to customers (continued)
(%)
(i) AT £ (i) Sectoral analysis of gross advances to customers (continued)
7% 5T R e
(&)
R AN S For those industry sectors constituting not less than 10% of the Group’s gross
RN P¥ ] advances to customers, the amounts of new impairment allowances charged to
AT 10%11 the income statement, and impaired loans written off during the year are shown
il Tz below:
& Z W FE
{EHER, K4
i 1B B 3K
LU
2025 2024
FREMAES MR FREUEAE S IR DK
New Impaired New Impaired
impairment loans impairment loans
allowances written off allowances written off
WhEAT WHEAT W E /70 W E TG0
HK$’'m HK$’'m HK$'m HK$'m
TEEBMHZ ST Loans for use in Hong Kong
TriRl Industrial, commercial and
financial
- HAt - Others 1,058 7 1,996 15
HUN Individuals
- T AE =2 Bk - Loans for purchase of other
residential properties 104 - 186 -
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MEMEFME (82  Notes to the Financial Statements (continued)
4. SREXRERE (8 4. Financial risk management (continued)

41 FHERK (8D 4.1 Credit risk (continued)
(B) TR K HoA kIR (B) Advances and other accounts (continued)
€]
d) ZEFPRREFE (d) Concentration of advances to customers (continued)
€]
(ii) % Hb 3 X 3 4 (i) Geographical analysis of gross advances to customers
KB FHEHK
pux
AR TR, The following geographical analysis of advances to customers is based on the
BE AR 2 B X locations of the counterparties, after taking into account the transfer of risk. For
14 B A MR A an advance to customer guaranteed by a party situated in a location different
L5 FZ from the customer, the risk will be transferred to the location of the guarantor.
TEH, I T &
N2 AFS
HERPRRZ
RPN
5% P e Hh
ANTES, )RR
L2 X RN
Z .
B RREH Gross advances to customers
2025 2024
WMEAT HEME G
HK$’m HK$'m
o E A Hong Kong, China 1,453,183 1,434,557
r ] Py i Chinese Mainland 90,606 71,150
Fofth Others 174,408 174,563
1,718,197 1,680,270
BEF RS Impairment allowances made in
Bl 2 0% respect of the gross advances to
L - customers - Stages 1 and 2
F—ME—
BrEx
A Hong Kong, China 8,241 4,853
r ] Py Chinese Mainland 1,370 189
HoAth Others 1,484 1,966
11,095 7,008
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4. SRRREER (8

41 FREAK (8

(B) TR R HARIKIR
€ 9)
(d) EFRHXETE
(8

(ii) 2 H B X 455 53
F2Z % R
HAT (8

HWHSK

o [ 7 i
T A
Hoph

BRIk
U4 2 AR
& - ®B=
HrE

o [ 7 i
o Py 3
Fofth

Notes to the Financial Statements (continued)

4. Financial risk management (continued)

4.1 Credit risk (continued)

(B) Advances and other accounts (continued)

(d) Concentration of advances to customers (continued)

(ii) Geographical analysis of gross advances to customers (continued)

Overdue advances

2025 2024
WHEA HEHE AT
HK$’m HK$'m
Hong Kong, China 17,865 15,570
Chinese Mainland 463 506
Others 2,009 3,296
20,337 19,372
Impairment allowances made in
respect of the overdue advances -
Stage 3
Hong Kong, China 5,486 4,909
Chinese Mainland 202 275
Others 1,063 2,179
6,751 7,363
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MEMEFME (82  Notes to the Financial Statements (continued)
4. SREXRERE (8 4. Financial risk management (continued)

4.1 FERAK (8 4.1 Credit risk (continued)
(B) Rk R H AR (B) Advances and other accounts (continued)
€3]
d) BPRREDE (d) Concentration of advances to customers (continued)
(%)
(ii) 4% th 21 X 35, 5 (i) Geographical analysis of gross advances to customers (continued)

EpaE YN N
BA (8

WA Impaired advances
2025 2024
WMEAT WM E G
HK$’'m HK$'m
F [ A Hong Kong, China 17,020 13,795
r ] Py A Chinese Mainland 380 348
HoAh Others 2,158 3,509
19,558 17,652
RO AE ¥ B AR Impairment allowances made in
W Z W AR respect of the impaired advances -
% - B=H Stage 3
B’
F [ A Hong Kong, China 6,057 5,326
r ] Py Chinese Mainland 280 275
HoAh Others 1,316 2,349
7,653 7,950
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41 FRRAK (5

(C) Wirl=l#E™

ARERTF 2025 4 12
A 31 HEA R
PE 5= 2 Al A8 B K T
B3 B s T 3.20
270 (2024 4. #EiT
0.80 ZJt) KM
4.02 12,5t (2024 4E:
T 0.54 1270). X
AR AL P E
T 6 A A Ak B
S AL TR 5 K
Ylb (i e
P Elk R AL
AP % = 07
2, FEAH R R A A
HNAE AL 4
B T

ELdER S
REJIZEIRMANS, A
G P 4G SLLUT
577 A

- B %

- EFARIT B IF
A DR

- LS EA

Notes to the Financial Statements (continued)

4. Financial risk management (continued)

4.1 Credit risk (continued)

(C) Repossessed assets

The estimated market value and carrying value of repossessed assets held by the
Group as at 31 December 2025 amounted to HK$320 million (2024: HK$80 million)
and HK$402 million (2024: HK$54 million) respectively. The repossessed assets mainly
comprise securities and properties in respect of which the Group has acquired access
or control (e.g. through court proceedings or voluntary actions by the proprietors
concerned) and the carrying amount of the loan concerned is reduced correspondingly.

When the repossessed assets are not readily convertible into cash, the Group may
consider the following alternatives:

- adjusting the selling prices

- selling the loans together with the assets

- arranging loan restructuring
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i % RRIHE (B
4. SRRREER (8

41 FRRAK (5

(D) FESRIT BRI A SR

Ha 2 25 5% e e BT I

e O ME 25 T 2 AE
HRAT B H b R LA
245 A JE WAF
P AR D PR 4 S B B,
HTUIE

HRREAT
ik
PR

FHoAhsRAT R ISR
N

R
RBHLLT

A e

4.1 Credit risk (continued)

Central banks

Pass

Special mention
Substandard or below

Other banks and other
financial institutions

Pass

Special mention

Substandard or below

Impairment allowances
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4. Financial risk management (continued)

Notes to the Financial Statements (continued)

(D) Balances and placements with banks and other financial institutions

Balances and placements with banks and other financial institutions before impairment
allowances are analysed by internal credit grade and stage classification as follows:

2025
2R  BoHR  E=EMR Bt
Stage 1 Stage 2 Stage 3 Total
BHEAT WTEAT WHEAT EBTAAT
HK$’'m HK$’'m HK$’'m HK$’'m
203,501 - - 203,501
203,501 - - 203,501
343,457 - - 343,457
- - 30 30
343,457 - 30 343,487
546,958 - 30 546,988
(120) - (30) (150)
546,838 - - 546,838
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MEMEFME (82  Notes to the Financial Statements (continued)

4. ERIXGEE (8 4.

41 FRRAK (5

(D) FESRIT BRI A SR
Ha 2 25 5% e e BT I
€9

HREAT
ik
RPBLL T

HAWIT R EADERILA
ik
R LLT

TRAR THE %

Financial risk management (continued)

4.1 Credit risk (continued)

(D) Balances and placements with banks and other financial institutions

(continued)

2024
B 7121 o e Bt
Stage 1 Stage 2 Stage 3 Total
wmmEAT Emakx whEhx BhEhT
HK$'m HK$'m HK$'m HK$'m
Central banks

Pass 304,127 - - 304,127
Special mention - - - -
Substandard or below - - - -
304,127 - - 304,127

Other banks and other

financial institutions
Pass 283,661 - - 283,661
Special mention - - - -
Substandard or below - - 31 31
283,661 - 31 283,692
587,788 - 31 587,819
Impairment allowances (104) - (31) (135)
587,684 - - 587,684
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Notes to the Financial Statements (continued)

4. Financial risk management (continued)

4.1 Credit risk (continued)

(D) Balances and placements with banks and other financial institutions

M2 854 Bse BT (continued)
(8
TERRAT K HAL 4 AL 2 Reconciliation of impairment allowances for balances and placements with banks and
b % B T8 BT T vk AR HE other financial institutions is as follows:
EAR NG HHN R U«

T 20251 H1H
B Bk 2 A2 E)

R IRAE
R ZE

T 2025412 H31 H

fEriciai e (B 12)

T 20241 H1H
B Bk 2 A8 )

AR
Lz

1202412 431 H

Eidii R (R 12)

T 2025412 H 31 H,
i 3 sl 1B 2 7 AR AT
B oAt < RRHL A 22 45
AR e € WA U BTN
# M 0.30 127t (2024
e W 0.311270).
FaR 2 AEARAT AR
EREALI 2 SR e
W 2025412 H
31 HX 2024 %12
31 Hag il 1 4

2025
H—HME SR SR §587
Stage 1 Stage 2 Stage 3 Total

WMEAK WhEAX BHEAK BHEAT
HK$’'m HK$’'m HK$’'m HK$’'m

At 1 January 2025 104 - 31 135
Changes arising from transfer

of stage - - - -
Net charge for the year 17 - - 17
Exchange difference (1) - (1) (2)
At 31 December 2025 120 - 30 150

Charged to income statement

(Note 12) 17
2024

BB BB FEBER it

Stage 1 Stage 2 Stage 3 Total

WEHEAG WHmEAx BHEA BHEGT

HK$'m HK$'m HK$'m HK$'m

At 1 January 2024 48 - 33 81
Changes arising from transfer

of stage - - - -

Net charge for the year 57 - - 57

Exchange difference (1) - (2) 3)

At 31 December 2024 104 - 31 135

Charged to income statement
(Note 12) 57

As at 31 December 2025, gross overdue or impaired balances and placements with
banks and other financial institutions amounted to HK$30 million (2024: HK$31 million).
The aforesaid balances and placements have been overdue for more than one year as
at 31 December 2025 and 2024.
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WEREHE (82)  Notes to the Financial Statements (continued)
4. SREXRERE (8 4. Financial risk management (continued)

4.1 FERAK (8 4.1 Credit risk (continued)
(E) R&IESH RAFFKIE (E) Debt securities and certificates of deposit
N RN CLRAT VRS K The following tables present an analysis of the carrying value of debt securities and
B B 2 BT 2 152 55 1IE 55 certificates of deposit by issue rating and stage classification. In the absence of such
B AF AU THIAE - 7278 issue ratings, the ratings designated for the issuers are reported.
RAT VPRI T,
ST RAT NIV AR
o
2025 2024
WHEAT NTREPA
HK$’'m HK$’'m
PLASHEZRAL TN Investment in securities at fair value
HanLmR 2z through other comprehensive
MR HE income
- BB - Stage 1
Aaa Aaa 142,836 278,806
Aal % Aa3 Aa1l to Aa3 602,839 367,756
A1 %2 A3 A1to A3 450,892 342,934
A3 DL Lower than A3 18,384 12,102
TovFk Unrated 3,099 4,137
1,218,050 1,005,735
- BTN - Stage 2 - i
- BEREL - Stage 3 - i
1,218,050 1,005,735
Hor A HE Of which: impairment allowances (247) (216)
DR ATREZ Investment in securities at amortised
IR cost
- BB - Stage 1
Aaa Aaa 78,074 109,502
Aa1l % Aa3 Aa1lto Aa3 42,289 19,625
A1 % A3 A1to A3 23,394 32,125
A3 DL'F Lower than A3 7,828 6,786
TV Unrated 9,025 7,202
160,610 175,240
- BB - Stage 2 - -
- HEHE - Stage 3 - -
160,610 175,240
WAEAE Impairment allowances (54) (49)
160,556 175,191
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W& REHE (82)  Notes to the Financial Statements (continued)
4. SREXRERE (8 4. Financial risk management (continued)

4.1 FERAK (8 4.1 Credit risk (continued)
(E) R&IESH RAFFKIE (E) Debt securities and certificates of deposit (continued)
(€:9)
2025 2024
WNEAT W E TG
HK$’'m HK$'m
PLASPEZEAGTEA Financial assets at fair value through
WA Z SR profit or loss
Aaa Aaa 633 183
Aal & Aa3 Aa1to Aa3 78,105 69,340
A1 % A3 A1to A3 54,927 44,075
A3 UL Lower than A3 3,425 1,932
TP Unrated 515 15
137,605 115,545
B =P B bR B The comparative figures in the note have been restated to conform with current year
CEMSR, P presentation.
& K AEZ B R
v
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MEMEFME (82  Notes to the Financial Statements (continued)
4. SREXRERE (8 4. Financial risk management (continued)

4.1 FERAK (8 4.1 Credit risk (continued)
(E) R&IESH RAFFKIE (E) Debt securities and certificates of deposit (continued)
€-9)
5155 1UE 55 S AT #RIE Reconciliation of impairment allowances for debt securities and certificates of deposit

ZIRAB MR AR B 1
DR -

PLAPERLTA
Hremikaiz
WEFEBE

F202541H41H
AR
L5 AR A

T 2025 4 12 H 31
H

ERftiEnEs
(BHE 12)

DR IRA TR
WEFHBE

T 202541 H1H
AR %

TSR A
T 2025 4 12 / 31
H

fEiciiai &
(B 12)

is as follows:

2025
B B =R Mt
Stage 1 Stage 2 Stage 3 Total
WHEAT WHEAT WHEAT WHHEAT
HK$’'m HK$’m HK$’'m HK$’m
Investment in
securities at fair
value through other
comprehensive
income
At 1 January 2025 216 - - 216
Net charge for the
year 27 - - 27
Exchange difference
and others 4 - - 4
At 31 December 2025
247 - - 247
Charged to income
statement (Note 12) 27
Investment in
securities at
amortised cost
At 1 January 2025 49 - - 49
Net charge for the
year 5 - - 5
Exchange difference
and others - - - -
At 31 December 2025
54 - - 54
Charged to income
statement (Note 12) 5
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MEMEFME (82  Notes to the Financial Statements (continued)
4. SREXRERE (8 4. Financial risk management (continued)

4.1 FERAK (8 4.1 Credit risk (continued)
(E) fR47ES: RAFFKIE (E) Debt securities and certificates of deposit (continued)
()
2024
F—prE BB =B B Bt
Stage 1 Stage 2 Stage 3 Total
whE AT WEmEAT BHmEAT A REWA
HK$'m HK$’'m HK$'m HK$'m
AAFEZH TN Investment in

HAeb AT Z securities at fair
WS BE value through other
comprehensive
income
F2024%E1H1H At 1 January 2024 160 - - 160
ENGRE & Net charge for the
year 60 - - 60
WS ZER J Fofth Exchange difference
and others (4) - - 4)
T+ 2024 £ 12 A 31 At 31 December 2024
H 216 - - 216
e R Charged to income
CPfHE12) statement (Note 12) 60
ISR AT EZ Investment in
UEFBEHE securities at
amortised cost
TF 20241 H1H At 1 January 2024 46 - - 46
PSR & Net charge for the
year 3 - - 3
S ZE R J Fo At Exchange difference
and others - - - -
T 2024 £ 12 H 31 At 31 December 2024
H 49 } : 49
AU Charged to income
CHE12) statement (Note 12) 3

12025 4 12 J] 31
H A ) sl B
A5 %5 UE I B AR
iE (20244 0.

As at 31 December 2025, there were no overdue
certificates of deposit (2024: Nil).
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BANK OF CHINA (HONG KONG) LIMITED

WEREHE (82)  Notes to the Financial Statements (continued)
4. SREXRERE (8 4. Financial risk management (continued)

41 ERAE (8 4.1 Credit risk (continued)

(F) SEaRIE R 5AR

AR

BER B % E R
A A% AT E BT
KBt

AR S M %184

#H

ik
it 2R
KRBT

TR AT R a4k

AFH

G
2
RPELLT

(F) Loan commitments and financial guarantee contracts

Loan commitments and financial guarantee contracts are analysed by internal credit

grade and stage classification as follows:

Loan
commitments
and financial
guarantee
contracts

Pass

Special mention

Substandard or
below

Loan
commitments
and financial
guarantee
contracts

Pass

Special mention

Substandard or
below

177

2025
BBt E_HMB E=E Bt
Stage 1 Stage 2 Stage 3 Total
WHEAT WHEAT WHEAT BEHEAT
HK$’'m HK$’'m HK$’m HK$’m
861,269 2,174 - 863,443
241 1,595 - 1,836
- - 112 112
861,510 3,769 112 865,391
2024
W BB F=B Bt
Stage 1 Stage 2 Stage 3 Total
whE AT whE AT WwHE AT whE AT
HK$'m HK$'m HK$'m HK$'m
849,758 2,670 - 852,428
865 1,498 - 2,363
- - 1,127 1,127
850,623 4,168 1,127 855,918
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Notes to the Financial Statements (continued)

4. Financial risk management (continued)

41 ERAE (8 4.1 Credit risk (continued)

(F) SEaRIE R 5AR

(F) Loan commitments and financial guarantee contracts (continued)

HH 8
SRR S5 AR LR Reconciliation of impairment allowances for loan commitments and financial
A R Z B AH e & AR E) guarantee contracts is as follows:
THHA RN
2025
BB BB E=HBt Bt
Stage 1 Stage 2 Stage 3 Total
BMEAXL WHEAT  BTWEAT WHHEAT
HK$’'m HK$’'m HK$’'m HK$’'m
F2025%1H1H At 1 January 2025 232 97 21 350
HEE R Transfer to Stage 1 1 (1) - -
LA RS U VEY Transfer to Stage 2 (3) 6 (3) -
HRE=ZNB Transfer to Stage 3 - - - .
W Bl 4l =t 2 A2 3)) Changes arising from
transfer of stage (1) (5) 1 (5)
KRR/ (RED Net charge/(reversal)
for the year 16 (59) 22 (21)
TS ZE R S oA Exchange difference
and others 3 1 2 6
F 2025412 A4 31 H At 31 December 2025 248 39 43 330
PO R (B 12) Credited to income
statement (Note 12) (26)
2024
B HBE HEME Mt
Stage 1 Stage 2 Stage 3 Total
WHELG WmELT WMmEAT WMHE I
HK$'m HK$'m HK$'m HK$'m
T 20241 H1H At 1 January 2024 319 30 21 370
L e Transfer to Stage 1 - - - .
HEETNB Transfer to Stage 2 (14) 14 - -
HEE =B Transfer to Stage 3 - - - -
W Bl 4l = e 2 A2 3)) Changes arising from
transfer of stage - 21 - 21
AAEF (BRIED /R Net (reversal)/charge
for the year (71) 32 - (39)
TSR S oA Exchange difference
and others 2) - - 2)
F 2024412 431 H At 31 December 2024 232 97 21 350
Pt EE R (A 12) Credited to income
statement (Note 12) (18)

K o B B OR Maijority of credit risk exposures of loan commitments and financial guarantee contracts
Jo M &S R 2 A= are classified as Stage 1 and categorised as “Pass” in the internal credit grade
5 R W 7R HE 4 2K throughout the year.

— B Bt N R AE DR

Ph (G
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%) P S BURAT AN
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LA AT RE 25 A4 ]
HERAR I MRS . A ST
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uf, SHLXRS: 5UEE T
i o 73 RS B H AR
FEHR Y5 AR SR AT ) S i 4
ANgE b 55 A e sfems, K
5558 5 1) X A B ] EZ AN
MREET B, AR
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RN AR (iR A
TR .

NG TA] 22 I R o i P )
TABR U AE BT AR
EHRX NSRS
JRE N GUNEREEE] /
L, A, AR
Tro UL 41 T AL
HiTn A S B, B
JRE N GUBAT H R R
HAST, Mor Wi AR A I
TR I T 32 KU AR 0L
UK BB R PR ATRAT
oL, R IREE AR B
F14 717 30 DRI B804 i £ 7T 42
2P

Notes to the Financial Statements (continued)

4. Financial risk management (continued)

4.2 Market risk

Market risk refers to the risk of loss arising from movements in the value of foreign
exchange, interest rate, equity and commodity positions held by the Group due to the
volatility of financial market price (foreign exchange rate, interest rate, credit spreads, equity
price, commodity price). The Group adopts a moderate market risk appetite to achieve a
balance between risk and return. The Group’s objective in managing market risk is to secure
healthy growth of the treasury business, by the effective management of potential market
risk in the Group’s business, according to the Group’s overall risk appetite and strategy of
the treasury business on the basis of a well-established risk management regime and
related management measures.

In accordance with the Group’s corporate governance principles in respect of risk
management, the Board and RC, senior management and functional departments/units
perform their duties and responsibilities to manage the Group’s market risk. The RMD is
responsible for the Group’s market risk management, assisting senior management to
perform their day-to-day duties, independently monitoring the market risk profile and
compliance of management policies and limits of the Group and BOCHK, and ensuring that
the aggregate and individual market risks are within acceptable levels.
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Notes to the Financial Statements (continued)

4. Financial risk management (continued)

4.2 HFRKR (8 4.2 Market risk (continued)

ASEE A 117 7 R B Y
B, LA A AR B S
WK o ARSI T3 R
e R, MR
% B LA B T 32 R
B, RN, BEERR
oy A% s F0 B AR, IF
AR AN 55 i SRAN R 7R %
fE 71 48 — Iic B A i B A
Mo A& g B BURE
MIRTSE T, KR HIT
EARBOR AL, /R4
o H T I A B O
.

AREE VA T3 KRR b
KIREL FHTHRA TR
AP T3 K.
R i A N R AR 45
AR RS IR BE
VAR e I L A
EIES AT (G RANE. )
BB L) &5, 2RI
TRARAN IR AL B o 2k
FRNEAREG S dR
MZERe. mEEHAR
B 55 B B HEAE,
HRAT B B <l 55 A A Y
JE AR CRLAR AT PRI 3
W ARHEHERZ I T 7 B 3
o TR B BT P O F
%

The Group’s market risk management covers BOCHK and its subsidiaries. The Group
establishes market risk management policies to regulate BOCHK’s and its subsidiaries’
market risk management; meanwhile, the Group sets up the Group’s VaR and stress test
limits, which are allocated and monitored across the Group according to the business
requirements and risk tolerance levels. In line with the requirements set in the Group’s
policy, the subsidiaries formulate the detailed policies and procedures and are responsible
for managing their daily market risk.

The Group sets up market risk indicators and limits to identify, measure, monitor and control
market risk. Major risk indicators and limits include but are not limited to VaR, Stop Loss,
Open Position, Stress Testing and Sensitivity Analysis (Basis Point Value, Greeks), etc. To
meet management’s requirements, major risk indicators and limits are classified into three
levels, and are approved by the RC, senior management or the head of the respective
business unit respectively. The treasury business units of BOCHK and subsidiaries (as for
Group Limit) are required to conduct their business within approved market risk indicators
and limits.
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Notes to the Financial Statements (continued)

4. Financial risk management (continued)

4.2 Market risk (continued)

(A) VaR

The Group uses the VaR to measure and report general market risks to the RC and

senior management on a periodic basis. The Group adopts a uniformed VaR

calculation model, using a historical simulation approach and two years of historical

market data, to calculate the VaR of the Group and its subsidiaries over a one-day
holding period with a 99% confidence level, and sets up the VaR limit of the Group

and its subsidiaries.

P SR EE S
B, TH599% B (5K
PR KAVRFERE BN
SR SR T B 2% B B AL
IR XA, IR BeE
ARG B % B LA
R PR BIR A5
TRERAER— The following table sets out the VaR for all general market risk exposures’ of the
T 35 B FE B 1 Group.
PBHAE
e &4 &4F
T12H31H BRBUE BEHE  CPHEE
4 At Minimum for Maximum for Average for
Year |31 December the year the year the year
WHELG  WWmEG WWmEL BHEG
HK$'m HK$'m HK$'m HK$'m
i AR Z VaR for all market risk 2025 103.8 93.9 172.0 125.8
KBS AE 2024 138.2 67.9 148.7 107.0
T R 2 R VaR for foreign exchange 2025 30.8 24.9 61.4 429
risk 2024 39.7 26.0 64.4 421
55 WK 2 Ry 2. VaR for interest rate risk 2025 92.9 91.0 160.6 117.3
KBS AE in the trading book 2024 1225 64.0 139.8 103.6
2T 5 W B ZE A 2 VaR for equity risk 2025 9.1 4.8 10.4 8.6
HBAE in the trading book 2024 5.1 0.3 8.0 23
T it XU 2 R VaR for commodity risk 2025 56.0 0.0 86.4 35.7
2024 0.1 0.0 7.6 1.2

bast

1 AAEEE A TE SN

Note:
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BANK OF CHINA (HONG KONG) LIMITED

W& REHE (82)  Notes to the Financial Statements (continued)
4. SREXRERE (8 4. Financial risk management (continued)

4.2 WHRK: (5 4.2 Market risk (continued)
(A) XBfE (8 (A) VaR (continued)
BRI A 2 T = Although there is a valuable guide to market risk, VaR should always be viewed in the
117 37 R ) — T = context of its limitations. For example:
ey, HBEHR
FRLE,
- RH g B - the use of historical market data as a proxy for estimating future events may not
£ [ M N I encompass all potential events, particularly those which are extreme in nature;

R BE B FT A AT
REH BRI, TE
FogE — 2 v 1

Ui

- VRFEE WM - the use of a one-day holding period assumes that all positions can be liquidated or
TiEAR AT A Sk hedged in one day. This may not fully reflect the market risk arising at times of
YU —H severe illiquidity, when a one-day holding period may be insufficient to liquidate or
WEDLER . X hedge all positions fully;

T 15 K 46 g 5
4 [ BT ) AU
Jo A8 T 3
FERRARAT, ATREAR
AETE1 R FFA A
2= I okt R BT A
KAt

- MEE S, HRH - the use of a 99% confidence level, by definition, does not take into account losses
99% B 15 /K, that might occur beyond this level of confidence; and
B ok A 25 B AE I
B FAKCF LA B
SHIMT R
K

- MR R BLE - VaR is calculated on the basis of exposures outstanding at the close of business
I [ &85 B 1 3k and therefore does not necessarily reflect intra-day exposures.
ARSI,
eI A — 8
2 5 B R

57 o
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W25 IRRBMHE (50
4. SRRREER (8

Notes to the Financial Statements (continued)

4. Financial risk management (continued)

4.2 TIHAR (88
(A) FEAE (50

4.2 Market risk (continued)

(A) VaR (continued)

RER T T R
S F bR I R BR A

Ak, e 1 2
R P8 b B PR AP
Ak 0 HR R A5 R
REIR 5 1 T 3 KUK

i 3% KBS 77 0k
0,95 B A R [ 3
J AN a7 U 72 B R
FAE i o

L B Xt 3 s S AR 1
T EHT, w1987k
R 199415 416
Bl 1997 T 4= X
. 200143 EIM
H{F Ll K% 2008 4 il
gL 7R

(B) SN

A £ T 1 B2 I A
gL TT. T
Lo N BT &% & 2 8%
Mo NEEERIN RS
AR R A AE T 42
K, AER AT X
Kz BRI (31 £ K%
RSB FRATD 1 Ay
FILH. sk, Fb
Bk a s R ol il
T 37 5 A fi
HEEC, JFIE A Sk
ICHY) (BlansNC e
) B A T B
T AR BT P AR AR
R o

(B)

The Group recognises these limitations by formulating stress test indicators and limits
to assess and manage the market risk uncovered by VaR. The stress testing
programme of the market risk includes sensitivity testing on changes in risk factors
with various degrees of severity, as well as scenario analysis on historical events
including the 1987 Equity Market Crash, 1994 Bond Market Crash, 1997 Asian
Financial Crisis, 2001 9-11 event and 2008 Financial Tsunami, etc.

Currency risk

The Group’s assets and liabilities are denominated in major currencies, particularly HK
Dollar, US Dollar and Renminbi. To ensure the currency risk exposure of the Group is
kept to an acceptable level, risk limits (e.g. Position and VaR limit) are used to serve
as a monitoring tool. Moreover, the Group seeks to minimise the gap between assets
and liabilities in the same currency. Foreign exchange contracts (e.g. FX swaps) are
usually used to manage FX risk associated with foreign currency-denominated assets
and liabilities.
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W& REHE (82)  Notes to the Financial Statements (continued)
4. SREXRERE (8 4. Financial risk management (continued)

4.2 THRAK: (82 4.2 Market risk (continued)
(B) AMNCRUE: (£8) (B) Currency risk (continued)
R N i The following is a summary of the Group’s major foreign currency exposures arising from
HEAR S EEER trading, non-trading and structural positions and is prepared with reference to the
Gy e 5 ¥ PG A T completion instructions for the HKMA return of foreign currency position. The net options
PR EEA TR position is calculated based on the basis of delta-weighted positions of all foreign
B, SR KR exchange options contracts.
HHMCHE R & &
JR R I AR R R
gl WIS
Ty AR Fir A A I

&L [H/REm
B ] 2l

o
2025
WHEALSE
Equivalent in million of HK$
HAitshm SRR
ESH xeE HIE BT Other Total
us Pound Japanese ¢ AR Australian foreign foreign
Dollars Sterling Yen Euro  Renminbi Dollars currencies currencies
B B Spot assets 1,184,738 31,709 186,568 83,565 703,048 38,636 122,049 2,350,313
LB B 5 Spot liabilities (1,291,405)  (28,399) (27,487) (42,885) (555,196) (34,053) (84,832) (2,064,257)
28R SEN Forward purchases 2,463,600 46,505 123,629 103,601 1,431,890 45,709 92,187 4,307,121
TGS Forward sales (2,332,879) (49,776) (278,462) (143,911) (1,578,014) (50,475) (129,671) (4,563,188)
Y R Net options position (3,584) (137) 956 (40) (512) 68 482 (2,767)
K/ E) #iPH Netlong/(short)
position 20,470 (98) 5,204 330 1,216 (115) 215 27,222
2024
A TNE Pl E]

Equivalent in million of HK$

Hpbshm TR

v Yl & S Other Total

us Pound Japanese W% AR Australian foreign foreign

Dollars Sterling Yen Euro  Renminbi Dollars _ currencies  currencies

BN 9 Spot assets 1,064,026 22,777 126,087 45148 743,084 23,788 91,019 2,115,929

BT 47 it Spot liabilities (1,129,743)  (26,949) (28,149) (38,632) (538,484) (32,432)  (86,283) (1,880,672)

176 A SN Forward purchases 2,127,397 24750 96,893 124,131 1,179,401 52,133 91,755 3,696,460

16 HASE Forward sales (2,046,157)  (20,470) (188,877) (130,446) (1,371,426) (43,279)  (97,584) (3,898,239)

BB v Net options position 2,651 (1) 301 (19)  (2,932) (59) (50) (129)
K/ GED #1440 Netlong/(short)

position 18,174 87 6,255 182 9,643 151 (1,143) 33,349
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BANK OF CHINA (HONG KONG) LIMITED

MEMEFME (82  Notes to the Financial Statements (continued)
4. SREXRERE (8 4. Financial risk management (continued)

4.2 THRAK: (82 4.2 Market risk (continued)
(B) AMNCRUE: (£8) (B) Currency risk (continued)
2025
WHEATEE

Equivalent in million of HK$
LR HAhsh ST
ESTn MER  FFRRER Other Total
us %  Malaysian  Philippine a1 foreign foreign
Dollars Baht Ringgit Peso Rupiah currencies  currencies

Al Ry Net structural
B position 9,149 3,732 4,769 2,234 4,765 2,293 26,942
2024
VO TREDAbI S E ]
Equivalent in million of HK$
EE IR HAb s T AT
%75 MERE SRR Other Total
us ESN Malaysian Philippine FE foreign foreign
Dollars Baht Ringgit Peso Rupiah currencies currencies
Al Ry Net structural

b position 8,559 2,971 3,682 2,155 4,076 1,936 23,379
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BANK OF CHINA (HONG KONG) LIMITED

4R EHE (42) Notes to the Financial Statements (continued)
4. SRIXKEHE (4) 4. Financial risk management (continued)

4.2 AR (8
(C) HRATIRRI R R

4.2 Market risk (continued)

(C) Interest rate risk in the banking book

HRAT I A =R U A2
B A 2K AR AT
K P9 B8 7 Aot B0 BRE
AR S N e 'Y
i W] e 3 BURAT
e Ah ol %5 AN G DA
AR SRR IR A -
A 4 T AR AT IR A
RN AR T R
Ha R & . it
PERR G 10 RAT
TR =R R 3 9 -

- FIZREAT XU 8
7 5 AR B
= AR 3 ]
W AT RESATC, BT
AR PN
RZEFEAE

- RIS A
I 52 By 1) 5 A 2
HEANE, 1)
WAt 2 2 A7 R 1
A AT BE 2 AE TF]
— HAT i % 91 1)
LA [7) 1 s 2 22
s K

WIROARS: T8
77 AR AR
B e AL, =4
WIBUT i I 2 2
AR 5% B 7 B AR
BB«

Interest rate risk in the banking book (“IRRBB”) means the risks of loss to a bank’s
earnings and economic value arising from movements in interest rate and term structures
of the banking book asset and liability positions. The Group’s IRRBB exposures are
mainly from structural positions. The major types of IRRBB from structural positions are:

- Gap risk: mismatches in the maturity or repricing periods of assets and liabilities that
may affect net interest income and economic value;

- Basis risk: different pricing basis for different transactions resulting that the yield on
assets and cost of liabilities may change by different amounts within the same repricing
period; and

- Option risk: exercise of the options embedded in assets, liabilities or off-balance sheet
items that can cause a change in the cash flows of assets and liabilities.
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BANK OF CHINA (HONG KONG) LIMITED

HEMEFME (8) Notes to the Financial Statements (continued)
4. SRIXKEHE (4) 4. Financial risk management (continued)

4.2 TIHARE (50 4.2 Market risk (continued)
(C) HRATIRFI =R XU (C) Interest rate risk in the banking book (continued)
()

A T AL A S 28 The Group’s risk management framework applies also to IRRBB management. The Asset
H F AR IS T AT and Liability Management Committee (“ALCO”) exercises its oversight of IRRBB in
T ) 2 X e B accordance with the “Banking Book Interest Rate Risk Management Policy of BOCHK
MR KU 25 51 2= #ik Group” approved by the RC. The RMD is responsible for the Group’s IRRBB
HEM (AR F S management. With the cooperation of the Financial Management Department and
TR AT K ) 2 R R Investment Management, etc., RMD assists the ALCO to perform day-to-day IRRBB
EHBORY, BrEHm management. Its roles include, but are not limited to, the formulation of management
fit & B & R & policies, selection of methodologies, setting of risk indicators and limits, assessment of
(ALCO) HAKJBATH target balance sheet, monitoring of the compliance with policies and limits, and
PR R AT KA submission of IRRBB management reports to senior management and the RC, etc.

PR R 7. KR

P A7 B A 4R ]

HRAT I 2R AR
L, 7R ELE
e A5 R T A IS
&, &g~ R
i B2 0 S FF
H & HAR AT IR R
RSB TR, 4
FEAHAS PR T T A
P, hEE s
ik, B R TR
FRAIPRA, ¥4 H
PR ffRR, B
BARAT KA 28 AU
B HEUR 5 BRI
BN, R
BN A B R 2%
R R HRAT KA
RO

4
%,
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BANK OF CHINA (HONG KONG) LIMITED

HEMEFME (8) Notes to the Financial Statements (continued)
4. SRXKERE (42

4. Financial risk management (continued)

4.2 TiIHRARE (8
(C) BUTIERIZR KB

4.2 Market risk (continued)

(C) Interest rate risk in the banking book (continued)

€3]

AL P e BRAT IR
i) e XU 48 Bk K PR
i, & H TR
THE I 0 )
FRAT K ] 2 A
= RV Fi A A IR
AR EAR T E
gD, F R
TR A 2T
HE(PVBP). 1%
SN AN, ) = =
(NIl) 25 M
R (EVE)E. £
T i b AN R A0
YA AFRER, %
AN JE 4y )
25 R R
B E & R
2R A2 o=k
. AR AT K F
2R 1 #5045 B
7 W5 A AR AT M
2R F A BR AT
Bl AT A ek
%o ALE A H AR
A7 T 7= i BRIk
F I, AHR AL
S AT KU VA T2
7, BTG
1) 4R 47 K ] )
K, FHEEIWATH
U s AL T
SR . e R T
2 77 H R I AR
17 B AR AT TR 1) 6 X,
[Secdp NN
IR 2
Hitto

The Group sets out IRRBB indicators and limits to identify, measure, monitor and control
IRRBB on a daily basis. The key indicators and limits include, but are not limited to,
repricing gap, basis risk, duration, price value of a basis point (“PVBP”), net interest
income sensitivity ratio (“NII”), economic value sensitivity ratio (“EVE”), etc. The key
indicators and limits are classified into different levels, which are approved by the CFO,
CRO, ALCO and RC accordingly. Risk-taking business units are required to conduct their
business within the boundary of the IRRBB limits. Before launching a new product or
business in the banking book, the relevant units are required to go through a risk
assessment process, which includes the assessment of underlying IRRBB and
consideration of the adequacy of current risk monitoring mechanism. Any material impact
on IRRBB noted during the risk assessment process will be submitted to the RC for
approval.
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BANK OF CHINA (HONG KONG) LIMITED

HEMEFME (8) Notes to the Financial Statements (continued)
4. SRXKERE (42

4. Financial risk management (continued)

4.2 TiIHRARE (8
(C) BUTIERI R KB

4.2 Market risk (continued)

(C) Interest rate risk in the banking book (continued)

€3
R B
% (NI T2 5
W B % (EVE) %
W) 22 48 3 % 4
V5 R A
SR, A
I 3 AR AT K | 56
R g T2 R 9
TR N PR
B S B i R I
NAEE 44 T
RN
IGEX 3 T EE TS
KH4EAT 2 FE A (B
2 17 35 B S 4T L1
B SR F S
5 T 4 9 0 1%
BUED HIRET 5 e
BRI, R
W 28 B4 42 3 75 05
Sk A, K
W 0 4 ) A 4
BT IR R o

A A1 K A 52>
HrRUE F3 753
PHA AN 7 5L 4R
A7 K W] BE K 2 A
P o 1 ST AN
H 7390 R [ i T
DRTE I BR A ¢
W PRI U
B 95 AL A5 55 Ik
77 i iy I8 [l 45 o 4R
T A B A2
AT E IR .

NIl and EVE assess the impact of interest rate movement on the Group’s net interest
income and capital base. They are the Group’s key IRRBB indicators. The former
assesses the impact of interest rate movement on net interest income as a percentage
to the projected net interest income for the year. The latter assesses the impact of
interest rate movement on economic value (i.e. the net present value of cash flows of
assets, liabilities and off-balance sheet items discounted using the market interest rate)
as a percentage to the latest Tier 1 capital. Limits are set by the RC on these two
indicators to monitor and control the Group’s banking book interest rate risk.

The Group uses scenario analyses and stress tests to assess the IRRBB that the Group
would face under adverse circumstances. Scenario analyses and stress tests are also
used to assess the impact on net interest income and economic value arising from non-
maturity deposits, the prepayment of mortgage loans and the prepayment of debt
securities with embedded options, etc.
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BANK OF CHINA (HONG KONG) LIMITED

HEMEFME (8) Notes to the Financial Statements (continued)

4. SRIXKEHE (4) 4. Financial risk management (continued)

4.2 TIHARE (50 4.2 Market risk (continued)
(C) RATIERRIZH R (C) Interest rate risk in the banking book (continued)
(8

A P 3 FE N A The Group is principally exposed to HK Dollar, US Dollar and Renminbi in terms of
TG FEIL M AR T interest rate risk in the banking book. As at 31 December 2025, if market interest rates
ERATIR R 26 R o A had a 100 basis point parallel shift of the yield curve with other variables held constant,
% 2025412 A 31 the sensitivities on net interest income over a twelve-month period and on reserves for
H, #5137 F 2 1k the Group would have been as follows:

2458 1 2 V- 47 5 5

100 2 i, oA fA]
RARIERT, 4
ERAK 12 4A1
R BN B A
R -

T 12 A 31 HXRK 124N A
B BRI
Impact on net interest income
over the next twelve months
at 31 December

F 12 A 31 BX & MM
Impact on reserves
at 31 December

2025 2024 2025 2024
WAL BHE I BMELT WHE I
HK$’'m HK$'m HK$’'m HK$'m
WML FEIT 100 basis point
#8100 NS parallel up of
yield curve
Hit Total (345) 888 (13,186) (10,014)
Hor: Of which:
T HK Dollar 3,427 3,881 (1,557) (806)
E US Dollar (2,710) (2,232) (6,768) (6,330)
AR Renminbi (888) (724) (2,675) (2,101)
R MBFEIT 100 basis point
T# 100 MEA parallel down
of yield curve
Hit Total 344 (891) 13,186 10,014
Hrp: Of which:
T HK Dollar (3,427) (3,881) 1,557 806
EIT US Dollar 2,710 2,230 6,768 6,330
AR Renminbi 888 724 2,675 2,101
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HEMEFME (8) Notes to the Financial Statements (continued)
4. SRXKERE (42

4. Financial risk management (continued)

4.2 TiIHRARE (8
(C) BUTIERI R KB

4.2 Market risk (continued)

(C) Interest rate risk in the banking book (continued)

€

W B 5 2T AT
E# 100 4ME AR
BT, 2025 4 L
IR 1% T 2 15
BWA N SR o
[, iR 4l &
Joxb g it T
FAT A TR I A
TP AT BB
100 A2 g LAk
1B Ik D T 4> £ ] fis
Feikb o A BN
RME 2024 4F M IE
TN S, 2
THEYBAKH R
A RGN, ¥% 4
R E MRS
17K, JE ) sk F X
BRI o i 25
JEE 2024 14N T
T 77 4L 5 R
o B A o

3 Y 7
T 100 42l
LT, 2025 4F E
i 55 1 0 35
KA .
IR, it 2L
Fn v 22t 9
HA A TR 3
%R R B
100 /M 4t 3R
A0 774 S L
S RO
L 2024 47 WL 51
W9 LETH, 2 82
TR B %
ALE B,

IR N
T R Sk 1B
BB G
Ik 2024 4R TY
T %54 5 LA
SN B ASHRK

In a parallel shift up of 100 basis points of yield curve, the overall impact on net interest
income of the above currencies is negative in 2025. Meanwhile, reserves of the Group
would have been reduced because of the expected reduction in valuation of the debt
securities portfolio and relevant interest rate derivatives under hedge accounting due to
a parallel shift up of 100 basis points in the yield curve. The impact on net interest income
turned from positive to negative compared with 2024 as the size of debt securities
portfolio with longer tenor increased, which were mainly funded by customer deposits
with short tenor, leading to an increase of short dated negative gap. The reduction of
impact on reserves rose compared with 2024 as the size and duration of debt securities
portfolio increased.

In a parallel shift down of 100 basis points of yield curve, the overall impact on net interest
income of the above currencies is positive in 2025. Meanwhile, reserves of the Group
would have been increased because of the expected increase in valuation of the debt
securities portfolio and relevant interest rate derivatives under hedge accounting due to
a parallel shift down of 100 basis points in the yield curve. The impact on net interest
income turned from negative to positive compared with 2024 as the size of debt
securities portfolio with longer tenor increased, which were mainly funded by customer
deposits with short tenor, leading to an increase of short dated negative gap. The
increase of impact on reserves rose compared with 2024 as the size and duration of debt
securities portfolio increased.
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HEMEFME (8) Notes to the Financial Statements (continued)
4. SRIXKEHE (4) 4. Financial risk management (continued)

4.2 TIHARE (50 4.2 Market risk (continued)
(C) BUTIERI R KB (C) Interest rate risk in the banking book (continued)
(8

bR R T LAY The sensitivities above are for illustration only and are based on several assumptions,
AU, 2R including, but not limited to, the change in the correlation between interest rates of
i (HARFD 31 relevant currencies, parallel movement of interest rates, the absence of actions that
ik, WA I M would be taken to mitigate the impact of IRRBB, the effectiveness of hedge accounting,
FTRIAE S AR b ] all positions being assumed to run to maturity, behavioural assumptions of products in
BPATH B Rt K& which the actual repricing date differs from the contractual repricing date or products
AR AT K ) 22 without contractual maturity.

P T e SR B 22

FERBGAT BN St b4

T R BT B

GHHEIMHEN

1EVSEPREITEH S
FHEITEHAZE
FEBARHH
77 i B ST PR
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HEMEFME (8) Notes to the Financial Statements (continued)
4. SRXKERE (42

4.2 TiIHRARE (8

(D) EITrO T
R RMER T A4 A
ZREPERBRRANM
FIZR X AR AH » e N

4. Financial risk management (continued)

4.2 Market risk (continued)

(D) Repricing gap analysis

A 1 {8 51 75 9% 7
LAt I
PRSI EE Y
H AR )

wi=
FEAr B S AR T B A
R 22 B 4% e AT

PAAPEAAL AR 22 4
ik em TR
B R AT X R 9155
EY
DU R A KT
SR BE
- DLAFEZL T A S A
Exlie
- AR AR
R A F] R AR
BBl
Pl 0 Rk

JEf B CELAE RIS f
HIELIB)

bog-t ]

Assets

Cash and balances and
placements with banks and
other financial institutions

Financial assets at fair value
through profit or loss

Derivative financial instruments

Hong Kong SAR Government
certificates of indebtedness

Advances and other accounts

Investment in securities
-At FVOCI

- At amortised cost

Interests in associates and joint
ventures
Investment properties

Properties, plant and equipment

Other assets (including current
and deferred tax assets)

Total assets

the earlier of contractual repricing date and maturity date.

The tables below summarise the Group’s on-balance sheet exposure to interest rate risk.
Included in the tables are the assets and liabilities at carrying amounts, categorised by

2025

—z =% it

—tAR =AM FoAH —ERE AEMLE Non-
Up to 1to 3 3 to 12 1to 5 Over interest Bit
1 month months months years 5 years bearing Total
WHEAG BHREAT BREAT BHEAT BHEAT BHEhT BREhT
HK$’m HK$’m HK$’'m HK$’m HK$’m HK$’'m HK$’'m
335,395 40,413 136,313 2,717 - 49,808 564,646
31,437 43,117 21,259 45,304 15,531 21 156,669
- - - - - 65,357 65,357
- - - - - 243,190 243,190
1,421,864 101,553 77,641 85,222 13,341 7,960 1,707,581
266,322 268,504 310,250 277,495 95,479 3,905 1,221,955
10,535 10,404 21,819 81,876 35,922 - 160,556
- - B - - 170 170
- - - - - 13,056 13,056
- - - - - 33,245 33,245
20,760 - - - - 70,011 90,771
2,086,313 463,991 567,282 492,614 160,273 486,723 4,257,196
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4. SRXKERE (42

4.2 TiIHRARE (8

(D) EITHri0 547

€

fft
B R AT EX B A T

AT BB RS 27K
UETS

PLATPEAAL AR 2 2
a4

AR TR
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St S e # (BRI
TR B3 SE B 54 )

JE i ot

syl

GUEST 9 g7AN

4. Financial risk management (continued)

4.2 Market risk (continued)

(D) Repricing gap analysis (continued)

Liabilities

Hong Kong SAR currency notes
in circulation

Deposits and balances from
banks and other financial
institutions

Financial liabilities at fair value
through profit or loss

Derivative financial instruments

Deposits from customers

Debt securities and certificates
of deposit in issue

Other accounts and provisions
(including current and
deferred tax liabilities)

Subordinated liabilities

Total liabilities

Interest sensitivity gap

2025

—= == N7y,

—MAW =3 =AM —EHESE HFMUE Non-
Up to 1to3 3 to 12 1to 5 Over interest Bt
1 month months months years 5 years bearing Total
WHEAu WHEAT BTEAT BTEAT BTEAT BTEAT BREAT
HK$’'m HK$’'m HK$’'m HK$’'m HK$’'m HK$’'m HK$’'m
. - - - - 243,190 243,190
307,880 8,550 3,586 - - 28,501 348,517
38,324 39,560 15,842 3,920 1,938 - 99,584
- - - - - 57,439 57,439
2,017,642 547,266 155,014 3,678 - 222,601 2,946,201
- 56 5,577 5,618 - - 11,251
51,409 12 42 769 716 82,932 135,880
- - - 43,889 31,868 - 75,757
2,415,255 595,444 180,061 57,874 34,522 634,663 3,917,819
(328,942)  (131,453) 387,221 434,740 125,751 (147,940) 339,377
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4. SRNEEE (5

4.2 AR (8

(D) EITMBROSHT
(8

™

Bt il RAE AT R S iAt
ML 2 G A e ST

PLATPER LT AR 2 2
RhBE

i em LA

B R AT X B 515
EW

PR S KT

BB
- LASPHEAAL A AR
EXILLEn

- DR AR
TE AT KB R A
BB

Pl bR B

et B (R RIRIL
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4. Financial risk management (continued)

4.2 Market risk (continued)

(D) Repricing gap analysis (continued)

2024
—% =% NS
—AHA =1H +=1H —ZHFE AFULE Non-
Up to 1t03 3 to 12 1t05 Over interest it
1 month months months years 5 years bearing Total
WHE A WhmEAx WhmEAax BhEax BhEhx BhEkx hEHax
HK$'m HK$'m HK$'m HK$'m HK$'m HK$'m HK$'m
Assets
Cash and balances and
placements with banks and
other financial institutions 449,443 24,723 82,285 823 - 51,121 608,395
Financial assets at fair value
through profit or loss 11,717 46,671 35,082 23,022 10,293 18 126,803
Derivative financial instruments - - - - - 73,896 73,896
Hong Kong SAR Government
certificates of indebtedness - - - - - 223,510 223,510
Advances and other accounts 1 389830 107,072 85,821 68,466 10,051 8,443 1,669,683
Investment in securities
-At FVOCI
211,133 218,029 285,570 211,003 80,000 3,565 1,009,300
- At amortised cost 6,581 10,897 32,428 87,334 37,951 - 175191
Interests in associates and joint
ventures - - - - - 158 158
Investment properties - - - - - 14,569 14,569
Properties, plant and equipment - - , B, B, 37,647 37,647
Other assets (including current
and deferred tax assets) 16,041 - - - - 56,113 72,154
Total assets 2,084,745 407,392 521,186 390,648 138,295 469,040 4,011,306
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4. SRNEEE (5

4.2 AR (8

(D) EITMBROSHT
(8

sifit
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AT RS RN A7
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SR 557

e TR
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AT A A (BRI
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JE St
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RN B R A 2
WM 2 HESTHBUR

4. Financial risk management (continued)

4.2 Market risk (continued)

(D) Repricing gap analysis (continued)

2024
—% =% ENRSS
—AHN =4H +=4AH —ZBHE  HFEULE Non-
Up to 1t03 3 to 12 1t05 Over interest Bt
1 month months months years 5 years bearing Total
WMEAG WhE L WMEA WhENG BMEAs BMEAG BHEHT
HK$'m HK$'m HK$'m HK$'m HK$'m HK$'m HK$'m
Liabilities
Hong Kong SAR currency notes
in circulation - - - - - 223,510 223,510
Deposits and balances from
banks and other financial
institutions 318,893 7,392 7,196 - - 17,373 350,854
Financial liabilities at fair value
through profit or loss 38,287 14,215 21,863 4,336 120 - 78,821
Derivative financial instruments _ _ _ _ _ 56 599 56.599
Deposits from customers 1,672,527 641,715 226,444 1,149 - 180,361 2,722,196
Debt securities and certificates
of deposit in issue - - - 5,296 - - 5,296
Other accounts and provisions
(including current and
deferred tax liabilities) 47,948 12 101 686 560 134,040 183,347
Subordinated liabilities _ _ _ 46,206 25,776 - 71,982
Total liabilities 2,077,655 663,334 255604 57,673 26456 611,883 3,692,605
Interest sensitivity gap 7,000 (255942) 265582 332,975 111,839 (142,843) 318,701

FRBT IR AR 9% 2 T iR

.
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4. Financial risk management (continued)

4.3 Liquidity risk

Liquidity risk is the risk that banks may not be able to obtain sufficient and timely funding at
a reasonable cost to meet their obligations as they fall due. The Group maintains a sound
liquidity risk appetite to provide stable, reliable and adequate sources of cash to meet
liquidity needs under normal circumstances and stressed scenarios.

In accordance with the Group’s corporate governance principles in respect of risk
management, the Board and the RC, senior management and functional departments/units
perform their duties and responsibilities to manage the Group’s liquidity risk. The RC is the
decision-making authority of liquidity risk management, and assumes the ultimate
responsibility of liquidity risk management. As authorised by the RC, ALCO exercises its
oversight of liquidity risk and ensures the daily operations of the Group are in accordance
with the risk appetite and policies as set by the RC. The RMD is responsible for the Group’s
liquidity risk management. It cooperates with the Financial Management Department and
Investment Management, etc. to assist the ALCO to perform liquidity management functions
according to their specific responsibilities.
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4.3 FIHEEXE (5
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4. Financial risk management (continued)

4.3 Liquidity risk (continued)

The Group’s liquidity risk management objective is to effectively manage the liquidity of on-
and off-balance sheet items with a reasonable cost based on the liquidity risk appetite to
achieve sound operation and sustainable profitability. Deposits from customers are the
Group’s primary source of funds. To ensure stable and sufficient sources of funds are in
place, the Group actively attracts new deposits, keeps the core deposit and obtains
supplementary funding from the interbank market and by issuing bills in the capital market.
According to different term maturities and the results of funding needs estimated from
stressed scenarios, the Group adjusts its asset structure (including loans, bonds
investment, interbank placement, etc.) to maintain sufficient liquid assets which provides
adequate funds in support of normal business needs and ensure its ability to raise funds at
a reasonable cost to serve external claims in case of emergency. The Group is committed
to diversify the sources, tenors and use of funding to avoid excessive concentration of
assets and liabilities; and prevent triggering liquidity risk due to the break of funding strand
resulting from over-concentration of sources and use of funding in a particular area where
problems occur. In order to manage such risk, the Group sets concentration limits on
collateral pools and sources of funding such as Tier 1 high-quality readily liquefiable assets
to total high-quality readily liquefiable assets ratio, top ten depositors ratio and large
depositors ratio. Whenever necessary, the Group could improve the liquidity position by
taking mitigation actions including, but not limited to obtaining funding through interbank
borrowings or repos in the money market, selling bonds or retaining existing and attracting
new customer deposits. Apart from increasing the funding, the Group would maintain good
communication with the counterparties, the parent bank and the regulators to enhance
mutual confidence.
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4. Financial risk management (continued)

4.3 Liquidity risk (continued)

The Group has established intra-group liquidity risk management guidelines to manage the
liquidity funding among different entities within the Group, and to restrict their reliance of
funding on each other. The Group also pays attention to manage liquidity risk created by
off-balance sheet activities, such as loan commitments, derivatives, options and other
complex structured products. The Group has an overall liquidity risk management strategy
to cover the liquidity management of foreign currency assets and liabilities, collateral, intra-
day liquidity, intra-group liquidity, the liquidity risk arising from other risks, etc., and has
formulated corresponding contingency plan.

The Group established liquidity risk management indicators and limits to identify, measure,
monitor and control liquidity risk on a daily basis. These indicators and limits include, but are
not limited to liquidity coverage ratio (“LCR”), net stable funding ratio (“NSFR”), loan-to-
deposit ratio, Maximum Cumulative Cash Outflow (“MCQO”) and liquidity cushion. The Group
applies a cash flow analysis to assess the Group’s liquidity condition under normal conditions
and also performs a liquidity stress test (including institution specific, general market crisis
and combined crisis) and other methods at least on a monthly basis to assess the Group’s
capability to withstand various severe liquidity crises. Also, relevant management information
systems such as the Assets and Liabilities Management System and the Basel Liquidity
Ratio Management System are developed to provide data and to prepare for regular
management reports to facilitate liquidity risk management duties.
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4. Financial risk management (continued)

4.3 WIBESRK (58 4.3 Liquidity risk (continued)
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In accordance with the requirements of Supervisory Policy Manual LM-2 “Sound Systems
and Controls for Liquidity Risk Management” issued by the HKMA, the Group has
implemented a behaviour model and assumptions of cash flow analysis and stress test to
enhance the Group’s cash flow analysis under both normal and stressed conditions. In cash
flow analysis under normal circumstances, assumptions have been made relating to on-
balance sheet items (such as deposits from customers) and off-balance sheet items (such
as loan commitments). According to various characteristics of the assets, liabilities and off-
balance sheet items, the Group forecasts the future cash flow based on the contractual
maturity date and the assumptions of customer behaviour and balance sheet changes. The
Group establishes the MCO indicator which predicts the future 30 days maximum
cumulative net cash outflow in normal situations based on the above assumptions, to
assess if the Group has sufficient financing capacity to meet the cash flow gap in order to
achieve the objective of continuing operations. As at 31 December 2025, before taking the
cash inflow through the sale of outstanding marketable securities into consideration,
BOCHK'’s 30-day cumulative cash flow was a net cash inflow, amounting to HK$160,660
million (2024: HK$238,618 million) and was in compliance with the internal limit
requirements.

200



@ ¥ B4 brmn)amad

BANK OF CHINA (HONG KONG) LIMITED

HEMEFME (8) Notes to the Financial Statements (continued)
4. SRXKERE (42

4. Financial risk management (continued)

4.3 WIBESRK (58 4.3 Liquidity risk (continued)
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In the liquidity stress test, institution specific, general market crisis and combined crisis
scenarios have been set up, a combined crisis scenario is a combination of institution
specific and general market crisis to assess the Group’s capability to withstand a more
severe liquidity crisis, with a more stringent set of assumptions being adopted. Stress test
assumptions include the run-off rate of retail, wholesale and interbank deposits; the
drawdown rate of loan commitments and trade-related contingent liabilities; the delinquency
ratio and rollover rate of customer loans; and haircut of interbank placement and marketable
securities. As at 31 December 2025, the Group was able to maintain a net cash inflow under
the three stressed scenarios, indicating the Group has the ability to meet financing needs
under stressed conditions. In addition, the Group has a policy in place to maintain a liquidity
cushion which includes high quality or comparable quality marketable securities issued or
guaranteed by sovereigns, central banks, public sector entities or multilateral development
banks or marketable securities issued by non-financial corporates to ensure funding needs
even under stressed scenarios. As at 31 December 2025, the liquidity cushion (before
haircut) of BOCHK was HK$1,107,199 million (2024: HK$961,451 million). A contingency
plan is being established which details the conditions to trigger the plan based on stress
test results and early warning indicators, the action plans and relevant procedures and
responsibility of relevant departments.
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4.3 WIBESRK (58 4.3 Liquidity risk (continued)
&G Rfh e AR LR The Group, being classified as a category 1 authorised institution by the HKMA, is required
AN, R to calculate the LCR and NSFR on a consolidated basis in accordance with the Banking
RHE CRATE GRishi (Liquidity) Rules. The Group is required to maintain a LCR and NSFR not less than 100%.

FWY CLER e ZEAT 5
TR o L KA
BBt AR
AR AV i bR
PeRERE B At R A
bF 100%.

ERMAMETRAEL In certain derivative contracts, the counterparties have the right to request from the Group
i, LGN FERIET additional collateral if they have concerns about the Group’s creditworthiness.

Xof A £ A A TR

SRV T ) A B AL

AR o

PN NP DO ) i g N 4 The Group’s liquidity risk management also covers new products or business
HIE R, RN EH T8 developments. Before launching a new product or business, the relevant units are required
PR B S . TEHTE to go through a risk assessment process, which includes the assessment of underlying
O S HE T, AHSC liquidity risk and consideration of the adequacy of the current risk management mechanism.
LA 2R AT AV Any material impact on liquidity risk noted during the risk assessment process will be
R, BIEPAE T reported to the RC for approval.
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4. Financial risk management (continued)

4.3 Liquidity risk (continued)

The Group has established a set of uniform liquidity risk management policies which serve
as standards and guidance to all the Group’s members for liquidity risk management. On
the basis of the Group’s uniform policies, each of the subsidiaries develops its own liquidity
management policies according to its own characteristics, and assumes its own liquidity
risk management responsibility. Subsidiaries are required to report their respective liquidity
positions with relevant liquidity ratios on a regular basis to the RMD of BOCHK, which
consolidates this information and evaluates group-wide liquidity risk to ensure relevant
requirements are satisfied.

(A) Liquidity coverage ratio and net stable funding ratio

2025 2024

Average value of liquidity coverage ratio
- First quarter 231.50% 223.79%
- Second quarter 185.34% 250.58%
- Third quarter 191.26% 231.81%
- Fourth quarter 184.39% 201.06%

Average value of liquidity coverage ratio is calculated based on the arithmetic mean of
the liquidity coverage ratio as at the end of each working day in the quarter and the
calculation methodology and instructions set out in the HKMA return of liquidity position.
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43 RHFESERK (4 4.3 Liquidity risk (continued)
(A) B RE (A) Liquidity coverage ratio and net stable funding ratio (continued)
RERSHBILR
(8)
2025 2024
RERSHDLR Quarter-end value of net stable funding ratio
SRR S
- R - First quarter 140.67% 140.36%
- EE - Second quarter 139.34% 140.96%
- BB - Third quarter 143.07% 140.29%
- BBIUZRRE - Fourth quarter 142.30% 141.83%
T e Ut i b Quarter-end value of net stable funding ratio is calculated based on the calculation
B 2 P 4R (A Ok methodology and instructions set out in the HKMA return of stable funding position.
TH R ERSR
B2 &8 R R R S
ikl RN E
N
B A R Liquidity coverage ratio and net stable funding ratio are computed on the consolidated
T Bt S A b R basis which comprise the positions of BOCHK and certain subsidiaries specified by the
VR e i HKMA in accordance with the Banking (Liquidity) Rules.

I AE CBRAT L Gt
) BN dy R
s S Ay
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4.3 Liquidity risk (continued)

4. Financial risk management (continued)

(B) A B (B) Maturity analysis
IF R TAERZ The following analysis of the Group’s assets and liabilities into relevant maturity
B T A7 A5 1 3 groupings is based on the remaining period at balance sheet date to the contractual
H o b T5 4% T 45 maturity date.
HEF, 8= KA it
AHEE A2 EHAH 1
Pl RIAPR 732K
2025
—Z ==
BWEE —MAR =ANA TSR —EHFE AENE e
On Up to 1t03 3to12 1to5 Over HH#A Bt
demand 1 month months months years 5 years Indefinite Total
T W W b3 b3 e W bz 3]
HAX ®BARX HBARX ®HARX HBART HARX HART BAT
HK$m HK$m HK$m HK$m HK$’m HK$m HK$’m HK$’'m
-3 Assets
PEEIL 4 R AERRAT R Jifb42f  Cash and balances and
WUk 2 454 J e A placements with banks and
other financial institutions 318,895 66,308 40,429 136,326 2,688 - - 564,646
PIATFEA AR 2 4/l Financial assets at fair value
e through profit or loss - 28,579 43,183 21,532 47,905 15,149 321 156,669
fEER T A Derivative financial instruments 16,619 7,809 9,496 14,267 13,257 3,909 - 65,357
TR AT BIX BUM S fEB - Hong Kong SAR Government
B certificates of indebtedness 243,190 - - - - - - 243,190
RS A 1 Advances and other accounts 387,586 70,598 67,375 189,245 534,834 445,902 12,041 1,707,581
ERHE Investment in securities
- DAPHERGE N2 - AtFVOC
e - 179,934 267,186 318,847 297,989 154,094 3,905 1,221,955
- DIRERBATT R - At amortised cost - 9,956 11,013 22,053 81,997 35,537 - 160,556
WRE v R A Azl Interests in associates and joint
ventures - - - - - - 170 170
g4 Investment properties - - - - - - 13,056 13,056
Wl M RS Properties, plant and equipment - - - - - - 33,245 33,245
HAtFE s CRIENMYRI&#E  Other assets (including current
I and deferred tax assets) 53,786 33,185 167 967 190 - 2,476 90,771
BB Total assets 1,020,076 396,369 438,849 703,237 978,860 654,591 65,214 4,257,196
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Bt
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Liabilities

Hong Kong SAR currency notes
in circulation

Deposits and balances from
banks and other financial
institutions

Financial liabilities at fair value
through profit or loss

Derivative financial instruments

Deposits from customers

Debt securities and certificates of
depositin issue

Other accounts and provisions
(including current and
deferred tax liabilities)

Subordinated liabilities

Total liabilities

Net liquidity gap

4.3 Liquidity risk (continued)

(B) Maturity analysis (continued)

4. Financial risk management (continued)

2025
—= =

Wy —AAR =ANA AR —EIE Afbt THE
On Up to 1to3 3to12 1to 5 Over H#H Bt
demand 1 month months months years 5years Indefinite Total
T R I I YW W YW i
BAX WB/HRX HBAX HBAX ABAARXK AAT BTG AAT
HK$’m HK$'m HK$m HK$m HK$m HK$'m HK$’'m HK$’'m
243,190 - - - - - - 243,190
227,775 108,606 8,550 3,586 - - - 348,517
- 38,324 39,572 15,873 3,894 1,921 - 99,584
14,326 8,568 9,235 8,622 13,076 3,612 - 57,439
1,582,465 657,778 547,266 155,014 3,678 - - 2,946,201
- - 56 5,630 5,565 - - 11,251
88,038 35,045 2,905 5,360 4,272 260 - 135,880
- - - 236 43,775 31,746 - 75,757
2,155,794 848,321 607,584 194,321 74,260 37,539 - 3,917,819
(1,135,718) (451,952) (168,735) 508,916 904,600 617,052 65,214 339,377
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Assets
Cash and balances and
placements with banks and
other financial institutions
Financial assets at fair value
through profit or loss
Derivative financial instruments
Hong Kong SAR Government
certificates of indebtedness
Advances and other accounts
Investment in securities
- AtFVOCI

- At amortised cost
Interests in associates and joint
ventures
Investment properties
Properties, plant and equipment
Other assets (including current
and deferred tax assets)

Total assets

4.3 Liquidity risk (continued)

(B) Maturity analysis (continued)

4. Financial risk management (continued)

2024
= =%
B —MAN EAA AR BRSO RFEME A&
On Up to 1103 3to12 1t05 Over Hi Bt
demand 1 month months months years 5years Indefinite Total
M M M il Hm T Hm M
\hx  H®AXxX HWHX Ak H|HAIX HAL HTE H7IiTt
HK$m  HK$m  HK$m  HK$'m HK$'m  HK$'m HK$'m HK$'m
290,565 209,999 24,736 81,549 1,546 - - 608,395
- 6,432 50,423 35196 24,532 10,197 23 126,803
15,463 8,574 8,752 20,575 14,748 5,784 - 73,896
223,510 - - - - - - 223,510
360,278 69,975 76,857 186,745 532,964 433,028 9,836 1,669,683
- 174,903 218,569 288,339 222,214 101,710 3,565 1,009,300
- 6,325 11,472 32970 86,857 37,567 - 175,191
- - - - - - 158 158
- - - - - - 14,569 14,569
- - - - - - 37,647 37,647
34,191 34,281 204 619 369 - 2,490 72,154
924,007 510,489 391,013 645,993 883,230 588,286 68,288 4,011,306
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Liabilities

Hong Kong SAR currency notes
in circulation

Deposits and balances from
banks and other financial
institutions

Financial liabilities at fair value
through profit or loss

Derivative financial instruments

Deposits from customers

Debt securities and certificates of
depositin issue

Other accounts and provisions
(including current and
deferred tax liabilities)

Subordinated liabilities

Total liabilities

Net liquidity gap

T E AR H K.
Jit E 9 8 AR
FSIEHF KA R

HH.

4.3 Liquidity risk (continued)

(B) Maturity analysis (continued)

4. Financial risk management (continued)

2024
—% =&

B —AAN =AM 2 —ERE AFEUE A
Oon Up to 1t03 3to12 1to 5 Over H Mt
demand 1 month months months years 5 years Indefinite Total
il M M il il il Hm Hm
HTITG A6 AN HAX "6 HH HAKL HITt
HK$'m HK$'m HK$m  HK$'m HK$'m HK$m  HK$'m HK$'m
223,510 - - - - - - 223,510
187,590 148,676 7,392 7,196 - - - 350,854
- 38,287 14,238 21,863 4,313 120 - 78,821
11,744 6,420 7,798 12,577 13,894 4,166 - 56,599
1,270,106 582,782 641,715 226,444 1,149 - - 2,722,196
- - - 10 5,286 - - 5,296
78,386 91,704 2,586 4,872 5,541 258 - 183,347
- - - 213 46,047 25,722 - 71,982
1,771,336 867,869 673,729 273,175 76,230 30,266 - 3,692,605
(847,329) (357,380) (282,716) 372,818 807,000 558,020 68,288 318,701
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The analysis of debt securities by remaining period to maturity is based on contractual
maturity date. The disclosure does not imply that the securities will be held to maturity.
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4R EHE (42) Notes to the Financial Statements (continued)
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4.3 Liquidity risk (continued)

4. Financial risk management (continued)

(C) Analysis of undiscounted cash flows by contractual maturities

(a) Non-derivative cash flows

The tables below summarise the cash flows of the Group as at 31 December for

non-derivative financial liabilities by remaining contractual maturity.

2025
—& =z
—ANAW  EAH oA —ERE REUE
Up to 1to3 3to12 1to5 Over Bit
1 month months months years 5 years Total
W WM b wm b b
BAX HBARL ®BAR HBAT HBHAR AAT
HK$’'m HK$’'m HK$’'m HK$’'m HK$’'m HK$’'m
Financial liabilities
Hong Kong SAR currency notes in
circulation 243,190 - - - - 243,190
Deposits and balances from banks and
other financial institutions 336,419 8,580 3,637 - - 348,636
Financial liabilities at fair value through
profit or loss 38,341 39,722 16,031 4,103 2,286 100,483
Deposits from customers 2,240,958 549,900 156,879 3,886 - 2,951,623
Debt securities and certificates of
deposit in issue - 56 5,780 5,769 - 11,605
Subordinated liabilities - - 1,637 49,604 32,422 83,663
Lease liabilities 42 87 338 932 274 1,673
Other financial liabilities 119,197 - 152 - - 119,349
Total financial liabilities 2,978,147 598,345 184,454 64,294 34,982 3,860,222
2024
—& =%
— 1AW =MNH +ZAH —E RS AFULE
Up to 1t03 3to12 1t05 Over s
1 month months  months years 5 years Total
HEm T WM WM W WM
[EWpn [Epp [Epapw HhL  HEATT [Epapw
HK$'m HK$'m HK$'m HK$'m HK$'m HK$'m
Financial liabilities
Hong Kong SAR currency notes in
circulation 223,510 - - - - 223,510
Deposits and balances from banks and
other financial institutions 336,361 7,443 7,300 - - 351,104
Financial liabilities at fair value through
profit or loss 38,326 14,317 22,005 4,624 173 79,445
Deposits from customers 1,853,636 645,758 230,115 1,224 - 2,730,733
Debt securities and certificates of
deposit in issue - - 106 5,398 - 5,504
Subordinated liabilities - - 1,541 49,967 26,288 77,796
Lease liabilities 45 87 313 772 276 1,493
Other financial liabilities 166,987 - 132 - - 167,119
Total financial liabilities 2,618,865 667,605 261,512 61,985 26,737 3,636,704

209



BANK OF CHINA (HONG KONG) LIMITED

@ ¥ B4 brmn)amad

HEMEFME (8) Notes to the Financial Statements (continued)
4. SRIXKEH (%) 4. Financial risk management (continued)

4.3 WIBESRK (58 4.3 Liquidity risk (continued)
(C) HELABMA LI (C) Analysis of undiscounted cash flows by contractual maturities (continued)
ZRFHARER
()

(b) fiE T RZME (b) Derivative cash flows
i
NRMIE T AL The tables below summarise the cash flows of the Group by remaining
H+ 12 A 31 H contractual maturity as at 31 December for derivative financial liabilities that will
DL 42 & 24 31 be settled on a net basis, together with all derivative financial instruments that
HARZ 4, will be settled on a gross basis regardless of whether the contract is in an asset
0, 55 1 U or liability position. The amounts disclosed in the tables are the contractual
S5 2 AT A A b undiscounted cash flows, except for certain derivatives which are disclosed at
Bt KT e fair value.
L UE 45 S 2 AT
AEMTHCN®
AXRELBEF"
A o BRERSS
A LRUAT
EHIRSL, TR
11 A <5 AT 2y
HNAREA &
[F] 4R o
A 4R T 4 1 A0 0 The Group’s derivative financial instruments that will be settled on a net basis
WS TS mainly include interest rate swaps whereas derivative financial instruments that
i TE F E A will be settled on a gross basis mainly include currency forwards and currency
FIZE U, M swaps.
AL UE 45 5 2 AT
AEmTHESR
£, 35 7% M &
UiECE iR
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HEMEFME (8) Notes to the Financial Statements (continued)

4. SRNEEE (5

4.3 FshFEERE (5
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TR A B
AT
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e S A A
AT AT

e 1A A B
LRI R
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ELISY I i
ZATA G
A

>=

BIA
AL H

4.3 Liquidity risk (continued)

4. Financial risk management (continued)

(C) Analysis of undiscounted cash flows by contractual maturities (continued)

(b) Derivative cash flows (continued)

2025
—F =%
—AAK EAR HOAA BIE RELE
Up to 1to 3 3to12 1to5 Over Bt
1 month months months years 5 years Total
M M M b 3] M M
AT AAT BA7 HBART AAK ARG
HK$’'m HK$’'m HK$m HK$m  HK$'m HK$’'m
Derivative financial liabilities
settled on a net basis
(14,266) (1,090) (3,822) (7,912) (1,835) (28,925)
Derivative financial instruments
settled on a gross basis
Total inflow 1,753,992 1,230,254 1,632,034 656,832 49,538 5,322,650
Total outflow (1,755,504) (1,227,819) (1,616,026) (655,419) (49,320) (5,304,088)
2024
—& =%
—MAR =R +=AMA ERSE AFEUE
Up to 1to 3 3t012 1to 5 Over Bt
1 month months months years 5 years Total
HE T HE T HE T HE T M HE T
HiTG HiTG " BT HTG ATt
HK$'m HK$'m HK$'m HK$'m HK$'m HK$'m
Derivative financial liabilities
settled on a net basis
(12,115) (1,447) (4,655) (10,114)  (1,373)  (29,704)
Derivative financial instruments
settled on a gross basis
Total inflow 1,646,058 791,268 1,477,441 431,339 30,190 4,376,296
Total outflow (1,640,712)  (788,674) (1,464,823) (431,209) (29,805) (4,355,223)
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BANK OF CHINA (HONG KONG) LIMITED

HEMEFME (8) Notes to the Financial Statements (continued)
4. SRIXKEH (%) 4. Financial risk management (continued)

43 RHFESERK (4 4.3 Liquidity risk (continued)
(C) ®HxEABMAE ST (C) Analysis of undiscounted cash flows by contractual maturities (continued)
ZRITRAER
€3]

(c) % 7™ 41 it & 4b (c) Off-balance sheet items
WiH
SEH R Loan commitments
BRALERT The contractual amounts of the Group’s off-balance sheet financial instruments as
20254212 A 31 at 31 December 2025 that the Group commits to extend credit to customers and
H 17125 7 7 i 4 other facilities amounted to HK$813,590 million (2024: HK$806,591 million).
KAF OF S Ho A i Majority of those loan commitments can be drawn within one year.
T RN R T

B, HEA/&H
ik 8,135.90
f¢.76 (2024 4
s M 8,065.91
f278), ST
N PNy
— MR

I 45 4R 1R T Financial guarantee contracts

AERTF 2025 Majority of financial guarantees and other financial facilities of the Group as at 31
F12H3MHZ December 2025 amounting to HK$51,801 million (2024: HK$49,327 million) are
JoF 55 48 £ B oAl maturing no later than one year.

Vb 55 R B < 0

#m 518.01 1z

JG (2024 4 ¥

m 49327 1z

g6, HEIHIH K

oy T — 4
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BANK OF CHINA (HONG KONG) LIMITED

MR EHE (42) Notes to the Financial Statements (continued)
4. SRXKERE (42

4. Financial risk management (continued)

4.4 BARERM 4.4 Capital management
ENCE AN R The major objective of the Group’s capital management is to maximise total shareholders’
H 5 o2 4 15 5 4 A 8 4k return while maintaining a capital adequacy position in relation to the Group’s overall risk

RURAR AR R 0 A 7
AT RN AR
BRI B SRS
% 5 £ WK A S
AR LA (RFE R
RS T
T

FEHCEEY —EH
R B A P RN 9
N, I HIZT REf
1B B 1) O IE £R 1 52
Tl 55 5 S R RIS 39 2
258 A TE R A R
TG TR

AR W E 3 it I8 B A
HRAT Mk 5575 & % T
JR B E B AR E R T
o7 R aE I - 2R
R & 22 vk % B
T M e AR O L
g RREZEA
ul, MITHAHZ S A 2
AR R GR, I
WA ] JEE AR B
RESR EHT IS Z
A 50 ¥ A I S8 2 ) B gy
17 %2 L AR AT Al B L
WHBERE, S5
JiE 5 A % Mt ) 4 ] Je gy
AT BEATE R IE, I I
RMATIB L AT IR Z
EARAT AL 5 1 < Rl IR 55
Bt Jess 2 = 7R 52 i J Hb X
HS U R, TR A
S REARIE -

profile. The ALCO periodically reviews the Group’s capital structure to maintain an optimal
balance among risk, return and capital adequacy.

The Group has developed and maintained a sound framework of policies and controls on
capital management to support the development of the Group’s business and to meet the
statutory capital adequacy ratio and loss-absorbing capacity requirements.

The Group has complied with all the statutory capital requirements and loss-absorbing
capacity requirements of the HKMA for the reported periods in respect of banking operation.
The HKMA supervises BOCHK and certain subsidiaries specified by the HKMA on a
consolidated and solo basis and, as such, receives information on the capital adequacy of,
and sets capital requirements for those companies as a whole. Individual overseas banking
subsidiaries and branches are directly regulated by their local banking supervisors, who set
and monitor their capital adequacy requirements. Certain non-banking financial subsidiaries
are also subject to the supervision and capital requirements of local regulatory authorities.
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HEMEFME (8) Notes to the Financial Statements (continued)
4. SRXKERE (42

4. Financial risk management (continued)

4.4 BAEHE (8

4.4 Capital management (continued)

BRI R A2
SRR A I A TR
P, FLE T BN R E A
G AL R FH At
DA 8 P 2 S T
SRR 43 AR E F3 02 51
SRR 7 HHL B A3 B X %
ARELR PR EEE
JRUR: 7R A A B (5 52K
W) TR AR
K FH 187 4b 2 A2 {5 B Al
W, (S
FH A {8 1 4 RS 1R A8 5
X FRAER,

H 20254 1 H 1 Hig,
A AR RS 8 R
BUETFM MR-1 Tz A
BB AR, R briE
TS T ST I KU B
AER

H 202541 H 1 Hig,
AR L 2R W e
SRR R T IR
HEVE ST SRR U
BEAER.,

AREEP T 2025 HE4RLR
FH P98 B A 78 X VAl A
B UL & &% R 8
PN [ B
WIESR . 128 RN R
ECHERIR G, NEREEAR
TRV EEH B
VEMESE — S TR
T8 3t B 78 70 R i 1 K
IR e 5 BB G A, A
M ¥ RE A £ W] 5 fI% 1 J
JEAL— AR BRIk
— PR AR J AR
AR, RERAA
B A 78 L VAl R T R
— R B A BT
(ENEI I VA EEgiNES2EN
JACKE AR B T R S A K
T EOM B B

The ALCO monitors the Group’s capital adequacy and adjusts the capital mix where
appropriate. The Group has adopted the foundation internal ratings-based (“FIRB”) approach
to calculate the credit risk capital charge for the majority of its non-securitisation exposures.
Small residual credit exposures are remained under the standardised (credit risk) (“STC”)
approach. The Group has adopted the reduced basic credit valuation adjustment (“CVA”)
approach to calculate the capital charge for the CVA risk of the counterparty.

Effective from 1 January 2025, the Group has adopted the standardised approach to calculate
market risk capital requirements in accordance with the HKMA's Supervisory Policy Manual
MR-1 “Market Risk Capital Charge”.

Effective from 1 January 2025, the Group has adopted the standardised approach under the
Basel lll final reform package to calculate the operational risk capital charge.

The Group has continued to adopt an internal capital adequacy assessment process
(“ICAAP”) to comply with the HKMA's requirements in the Supervisory Policy Manual
“Supervisory Review Process” in 2025. Based on the HKMA's guidelines on Pillar I, ICAAP
has been initiated to assess the extra capital needed to cover the material risks not captured
or not adequately captured under Pillar |, and therefore minimum Common Equity Tier 1
capital ratio, minimum Tier 1 capital ratio and minimum Total capital ratio are determined. The
Group considers this ICAAP as an on-going process for capital management and periodically
reviews and adjusts its capital structure where appropriate in relation to the overall risk profile.
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HEMEFME (8) Notes to the Financial Statements (continued)
4. SRXKERE (42

4. Financial risk management (continued)

4.4 BAEH (4

4.4 Capital management (continued)

&E RO IRE A
oy EARAT 4 B LA
ERWEEMR B AT, IF
TR B 2023 4
1 A1 HFF UL (4t
LR CREEHLED (B
GRS E — AT
HMY ([LAC 441 1) F
& FH 2 R IR T B B
TIE .

LEAb, A G BRI E 4
JEBEAFR, th B 145
EMZ AW WG R
FoAbE . BRI ML
SR BRI U
flr (E PP Wi
SR A5 2 Y VT Al X B A
FERPERIFZE, AT
U, CLORBRAR A RE 4R R
U I BEARTE R M BB A
iy, a5k
J&s DRERIARS L I35 Bt
ATE SN A

(A) BEELRAEM

I HE 4R
fiti Jy AR 4 CARAT ML
CBEAD FNY dyh
R s S L O 4
FEREEZINEA
w . fE ST A B
T3] D)3 A
55 it o U 2 v
WERE R 2w

The HKMA has classified BOCHK as a material subsidiary of the BOC resolution group and
required BOCHK to comply with the applicable internal loss-absorbing capacity requirements
under the Financial Institutions (Resolution) (Loss-absorbing Capacity Requirements —
Banking Sector) Rules (“LAC Rules”), with compliance period starting from 1 January 2023.

In addition, the capital plan of the Group is drawn up annually and then submitted to the Board
for approval after endorsement of the ALCO. The plan is built up by assessing the implications
of various factors upon capital adequacy such as the business strategies, return on equity,
risk appetite, credit rating, as well as regulatory requirements. Hence, the future capital
requirement is determined and capital sources are identified also. The plan is to ensure the
Group maintains adequate capital and appropriate capital structure which align with its
business development needs, thereby achieving an optimal balance among risk, return and
capital adequacy.

(A) Basis of regulatory consolidation

The consolidation basis for regulatory purposes comprises the positions of BOCHK and
certain subsidiaries specified by the HKMA in accordance with the Banking (Capital)
Rules. For accounting purposes, subsidiaries are consolidated in accordance with
HKFRS Accounting Standards.
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BANK OF CHINA (HONG KONG) LIMITED

4. Financial risk management (continued)

4.4 Capital management (continued)

5 4% 1

(A) Basis of regulatory consolidation (continued)

The particulars of subsidiaries which are included within the accounting scope of

consolidation but not included within the regulatory scope of consolidation are as follows:

P T B IR A W 2
BT
2025 2024
i gadst il BALH Ve A KL
2R Name Total assets Total equity Total assets Total equity
WHEAT wmEAxT EmHHEAT WHEAT
HK$’'m HK$’'m HK$'m HK$'m
TPRE R EFE AN R BOC Group Trustee Company
] Limited 201 201 201 201
rh R E B g RIS 4 BOCI-Prudential Trustee Limited
HRAF 625 478 656 529
rRERAT (B QR Bank of China (Hong Kong)
NARA#] Nominees Limited - - - -
FERAT (Fi B Bank of China (Hong Kong)
HIRAH] Trustees Limited 5 5 9 8
PR TIRS (T BOC Digital Services (Nanning)
HIRAH] Company Limited 524 416 112 52
PG ERE GERYID BOCHK Information Technology
HIRAF (Shenzhen) Co., Ltd. 361 255 362 256
UG B HAR RS BOCHK Information Technology
GRYD HIRAF* Services (Shenzhen) Co., Ltd.* N/A N/A 404 339
T AR B IR SS Po Sang Financial Investment
HIRAH] Services Company Limited 347 347 347 346
FHIUEFARA A Po Sang Securities Limited 589 395 1,016 381
FEEFEA R A A Sin Hua Trustee Limited 4 4 4 4

Billion Express
Development Inc.
Billion Orient Holdings

Ltd.
Elite Bond
Investments Ltd.
Express Capital
Enterprise Inc.

Billion Express Development Inc.

Billion Orient Holdings Ltd.

Elite Bond Investments Ltd.

Express Capital Enterprise Inc.
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MR EHE (42) Notes to the Financial Statements (continued)

4. SRIXREE (8

4.4 BAEH (4

4. Financial risk management (continued)

4.4 Capital management (continued)

(A) IWEZEEM (8 (A) Basis of regulatory consolidation (continued)
2025 2024
pgad st FA BB P R A S
B Name Total assets Total equity Total assets Total equity
BB AT WHEAT  EHEAT  BTIEAT
HK$’'m HK$’'m HK$'m HK$'m

Express Charm
Holdings Corp.
Express Shine Assets
Holdings Corp.
Express Talent
Investment Ltd.
Gold Medal Capital
Inc.
Gold Tap Enterprises
Inc.
Maxi Success
Holdings Ltd.
Smart Linkage
Holdings Inc.
Smart Union Capital
Investments Ltd.
Success Trend
Development Ltd.
Wise Key Enterprises
Corp.

Express Charm Holdings Corp.
Express Shine Assets Holdings
Corp. - - - -
Express Talent Investment Ltd.
Gold Medal Capital Inc.
Gold Tap Enterprises Inc.
Maxi Success Holdings Ltd.
Smart Linkage Holdings Inc.
Smart Union Capital Investments
Ltd. - - - -

Success Trend Development Ltd.

Wise Key Enterprises Corp.

© R BB S * BOCHK Information Technology Services (Shenzhen) Co., Ltd was dissolved on 22 December 2025.
GRYD HRAFT
2025 412 H 22 H

PER IR
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(%) Notes to the Financial Statements (continued)

4. Financial risk management (continued)

4.4 Capital management (continued)

(A) Basis of regulatory consolidation (continued)

The principal activities of the above subsidiaries are set out in “Appendix — Subsidiaries
of the Bank”.

There were no subsidiaries which are included within the regulatory scope of
consolidation but not included within the accounting scope of consolidation as at 31
December 2025 (2024: Nil).

There were also no subsidiaries which are included within both the accounting scope of
consolidation and the regulatory scope of consolidation where the methods of
consolidation differ as at 31 December 2025 (2024: Nil).

The Group operates subsidiaries in different countries/regions where capital is governed
by local rules and there may be restrictions on the transfer of funds or regulatory capital
between the members of the Group.

(B) Capital ratio

The capital ratios are analysed as follows:

2025 2024

CET1 capital ratio
24.01% 20.02%
Tier 1 capital ratio 24.01% 20.02%
Total capital ratio 25.98% 22.00%
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HEMEFME (8) Notes to the Financial Statements (continued)
4. SRXKERE (42

4. Financial risk management (continued)

4.4 BAEH (4
(B) |ALLER (&)

4.4 Capital management (continued)

(B) Capital ratio (continued)

TR BBk The consolidated capital base after deductions used in the calculation of the above capital
bb 6 2 16k 5 ) 45 ratios is analysed as follows:
G EARER M
T
2025 2024
WMEAT A REWA
HK$’m HK$'m
T IE AL — 24 (CET1) CET1 capital: instruments and reserves
PR SRR KAk
ELIE RATHIA BEA% Directly issued qualifying CET1 capital
CET1 BiAE4R instruments 43,043 43,043
TR Ha ) Retained earnings 258,432 236,932
O 5 it 4 Disclosed reserves 37,186 37,995
BB R WY CET1 CET1 capital before regulatory deductions
BA 338,661 317,970
CET1 BiAs: W& CET1 capital: regulatory deductions
b 1% Valuation adjustments (47) (40)
HATETE T (Db Other intangible assets (net of associated
AEEBR PR 26 2 A3 191 471 deferred tax liabilities)
) (2,012) (2,006)
HRERIGE P (TR Deferred tax assets (net of associated deferred
R 16 AE R 751 $1 tax liabilities)
) (204) (358)
FZ A SPANEAG 1 971 5 Gains and losses due to changes in own credit
BRI £ (145 T RS AR risk on fair valued liabilities
BIFTE A B A (5) (67)
R L 2 5 (3 A Cumulative fair value gains arising from the
KA &) #4740 revaluation of land and buildings (own-use
TH AT = A 1 R and investment properties)
AFHE (37,382) (41,863)
— RRARAT M 55 AU Regulatory reserve for general banking risks
% (2,223) (6,028)
R e 2 ) AT A Regulatory deductions applied to CET1 capital
J B AR LR due to insufficient AT1 capital and Tier 2
MZ0fE CET1 % A40 capital to cover deductions
W 4 M (1,072) (957)
Xf CET1 BEAH & 1y Total regulatory deductions to CET1 capital
B (42,945) (51,319)
CET1 %A CET1 capital 295,716 266,651
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HEMEFME (8) Notes to the Financial Statements (continued)

4. SRNEEE (5

4.4 BAEH (4
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) e S A 2 47 160
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Js¥

AT1 %A
PR A

TRBUAR: TR R MERE
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TRBIA: W
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4. Financial risk management (continued)

4.4 Capital management (continued)

(B) Capital ratio (continued)

AT1 capital: regulatory deductions

Significant LAC investments in AT1 capital
instruments issued by financial sector entities
that are outside the scope of regulatory
consolidation

Total regulatory deductions to AT1 capital

AT1 capital

Tier 1 capital

Tier 2 capital: instruments and provisions

Collective provisions and regulatory reserve for
general banking risks eligible for inclusion in
Tier 2 capital

Tier 2 capital before regulatory deductions

Tier 2 capital: regulatory deductions

Add back of cumulative fair value gains arising
from the revaluation of land and buildings
(own-use and investment properties) eligible
for inclusion in Tier 2 capital

Total regulatory adjustments to Tier 2 capital

Tier 2 capital

Total regulatory capital
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2025 2024
WBHEG W H T
HK$’m HK$'m
(1,072) (957)
(1,072) (957)
295,716 266,651
7,429 7,491
7,429 7,491
16,822 18,838
16,822 18,838
24,251 26,329
319,967 292,980
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HEMEFME (8) Notes to the Financial Statements (continued)

4. SRNEEE (5

4.4 BAEH (4
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4. Financial risk management (continued)

4.4 Capital management (continued)

(B) Capital ratio (continued)

The capital buffer ratios are analysed as follows:

Capital conservation buffer ratio

Higher loss absorbency ratio

Countercyclical capital buffer ratio

(C) Leverage ratio

The leverage ratio is analysed as follows:

Tier 1 capital

Leverage ratio exposure

Leverage ratio

2025 2024
2.500% 2.500%
1.500% 1.500%
0.420% 0.422%

2025 2024
BHEAT EMHE
HK$’m HK$'m
295,716 266,651
4,136,373 3,915,413
7.15% 6.81%
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BANK OF CHINA (HONG KONG) LIMITED

4R EHE (42) Notes to the Financial Statements (continued)
5. BEEMAMEIAE{E 5. Fair values of assets and liabilities

B LAAFE T EBEIF % All assets and liabilities for which fair values are measured or disclosed in the financial
TR A 4 1 7 I s statements are categorised within the fair value hierarchy as defined in HKFRS 13, “Fair value
P SRS EN 513 measurement”. The categorisation are determined with reference to the observability and
S IAHEIE] MEX, T significance of the inputs used in the valuation methods and based on the lowest level input
NTEEHRND. %% thatis significant to the fair value measurement as a whole:

TS BASE vk FR A

(ONFS APV 23 N

P, TR AP E T

B E KRR E L

- B—Z%. MFE%7ES - Level 1: based on quoted prices (unadjusted) in active markets for identical assets or
Bt £ V& BR T 3 o R AR A liabilities. This category includes equity securities listed on exchange, debt instruments issued
CREFED . WERAFE by certain governments and certain exchange-traded derivative contracts.

FE 58 5y B BT #A) B 403 SIE
IF BT BUR AT KI5 55

TR KL TN 51T
ETHEY.

- BTES JyETEMET - Level 2: based on valuation techniques for which the lowest level input that is significant to
AR B FH A JE R % the fair value measurement is observable, either directly or indirectly. This category includes

CIR] A 55 % #E A A PR T majority of the OTC derivative contracts, debt securities and certificates of deposit with quote

ety A DREIE A=k from pricing services vendors, issued structured deposits, advances and other accounts and
RS . R A other debt instruments. It also includes certain foreign exchange contracts, precious metals
FEREB A G AT A and properties with insignificant adjustments or calibrations made to observable market
TREGZ. MG MRS inputs.

7 T AR LA 4 1) 5 55 E 5%
RAFFAE RAT HIG5 1k
T SRR AT, A
L FA S TR R IR
LR X AT L ) I R R

HEAT T AN E R R s
W TANCE S Ste)R
Jeplk.
- B=FE%. JWETEER. - Level 3: based on valuation techniques for which the lowest level input that is significant to
ARBTRH 1 AR 2 B R & the fair value measurement is unobservable. This category includes equity investments and
CIR] B 75 0 A A ~PAEL TE advances and other accounts with significant unobservable inputs. It also includes properties
A EKEWD AT H with significant adjustments made to observable market inputs.

ME . WEFEFAEKR
ANTT RLEE R 3R R R Bt
P GTR F A I [ N
IR B W] LR ) T 3 1A
RUEAT T E KB
Ao
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MR EHE (42) Notes to the Financial Statements (continued)
5. EREMAMKIAF{E 5. Fair values of assets and liabilities (continued)

(%)
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For assets and liabilities that are recognised in the financial statements on a recurring basis,
the Group determines whether transfers have occurred between levels in the hierarchy by
reassessing categorisation (based on the lowest level input that is significant to the fair value
measurement as a whole) at the end of each reporting period.

5.1 Financial instruments measured at fair value

The Group has an established governance structure and controls framework to ensure that
fair values are either determined or validated by control units independent of the front offices.
Control units have overall responsibility for independent verification of valuation results from
front line businesses and all other significant fair value measurements. Other specific
controls include verification of observable pricing inputs; review and approval for new models
and changes to models; calibration and back-testing of models against observed market
transactions; analysis and investigation of significant daily valuation movements; review of
significant unobservable inputs and valuation adjustments. Significant valuation issues are
reported to senior management, Risk Committee and Audit Committee.

Generally, the unit of account for a financial instrument is the individual instrument. HKFRS
13 permits a portfolio exception, through an accounting policy election, to measure the fair
value of a portfolio of financial assets and financial liabilities on the basis of the net open risk
position when certain criteria are met. The Group applies valuation adjustments at an
individual instrument level, consistent with that unit of account. According to its risk
management policies and systems to manage derivative financial instruments, the fair value
adjustments of certain derivative portfolios that meet those criteria are measured on the basis
of the price to be received or paid for net open risk. Those portfolio-level adjustments are
allocated to the individual assets and liabilities on the basis of its relative net risk exposure
to the portfolio.
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HEMEFME (8) Notes to the Financial Statements (continued)

5. MMM AT 5. Fair values of assets and liabilities (continued)
(%)
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5.1 Financial instruments measured at fair value (continued)

The Group uses valuation techniques or broker/dealer quotations to determine the fair
value of financial instruments when unable to obtain the open market quotation in active
markets.

The main parameters used in valuation techniques for financial instruments held by the
Group include bond prices, interest rates, foreign exchange rates, equity and stock prices,
commodity prices, volatilities and correlations, counterparty credit spreads and others,
which are mostly observable and obtainable from open market.

The techniques used to calculate the fair value of the following financial instruments are as
below:

Debt securities and certificates of deposit, advances and other accounts and other debt

instruments

%
% Al W T )% Al £ 55
IA

PR TR A E i 52
Dy It 5 5y R A ) S ST
AR AR 55 36 57 78 42 1t 1)
T 3 1A BAE I LB
SRV 3BT T R o
BBl R A R — A
FATRE AR 47, LA —
NE AT T AR
AR 119 T H i 75 13
WREMEBZ IR
2 T A AR P A (B
R IXESH N EA]
W 52 B H A WL 5 B AN ]
RS I T S B AL 5K o

PR 57

S N =2 TR O VA
=HF R A R
BT AR AT %
A PR B e YA 2R R A
s 5« (QREETIPYIE =342
MEALUARAT B 4% HE K 2
RGP R 24 i
AN TIE ESSSFTR)
) 5

The fair values of these instruments are determined by obtaining quoted market prices
from exchange, dealer or independent pricing service vendors or using discounted cash
flow technique. Discounted cash flow model is a valuation technique that measures present
value using estimated expected future cash flows from the instruments and then discounts
these cash flows using a discount rate which may include a margin that reflects the credit
spreads required by the market for instruments with similar risk. These inputs are
observable or can be corroborated by observable or unobservable market data.

Mortgage backed securities

For this class of instruments, external prices are obtained from independent third parties.
The valuation of these securities, depending on the nature of transaction, is estimated from
market standard cash flow models with input parameters which include spreads to discount
rates, default and recovery rates and prepayment rates that may be observable or compiled
through matrix pricing for similar issues.
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5. EREMAMKIAF{E 5. Fair values of assets and liabilities (continued)
(%)
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5.1 Financial instruments measured at fair value (continued)

Derivatives

OTC derivative contracts include forward, swap and option contracts on foreign exchange,
interest rate, equity, commodity or credit. The fair values of these contracts are mainly
measured using valuation techniques such as discounted cash flow models and option
pricing models. The inputs can be observable or unobservable market data. Observable
inputs include interest rate, foreign exchange rates, equity and stock prices, commodity
prices, credit default swap spreads, volatilities and correlations. Unobservable inputs may
be used for less commonly traded option products which are embedded in structured
deposits. For certain complex derivative contracts, the fair values are determined based on
broker/dealer price quotations.

Credit valuation adjustments (“CVAs”) and debit valuation adjustments (‘DVAs”) are applied
to the Group’s OTC derivatives. These adjustments reflect market factors movement,
expectations of counterparty creditworthiness and the Group’s own credit spread
respectively. They are mainly determined for each counterparty and are dependent on
expected future values of exposures, default probabilities and recovery rates.
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HEMEFME (8) Notes to the Financial Statements (continued)
5. EREMAMKIAF{E 5. Fair values of assets and liabilities (continued)

(%)
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(A) Fair value hierarchy

5.1 Financial instruments measured at fair value (continued)

2025
F-B& B-R% BZER Btk
Level 1 Level 2 Level 3 Total
BHEEHAKL WHEATL BHEAT BHEAT
HK$’m HK$’m HK$’'m HK$’'m
Financial assets
Trading assets (Note 21)
- Debt securities and
certificates of deposit 8,796 128,809 - 137,605
- Equity securities 21 - - 21
- Other debt instruments - 3,812 - 3,812
Financial assets designated
at fair value through profit
or loss (Note 21)
- Other debt instruments - 15,231 - 15,231
Derivative financial
instruments (Note 22) 22 65,335 - 65,357
Advances and other
accounts at fair value - 5,109 192 5,301
Investment in securities at
FVOCI (Note 24)
- Debt securities and
certificates of deposit 299,528 918,522 - 1,218,050
- Equity securities - 162 3,743 3,905
Financial liabilities
Financial liabilities at fair
value through profit or loss
(Note 30)
- Trading liabilities 82 88,153 - 88,235
- Financial liabilities
designated at fair value
through profit or loss - 11,349 - 11,349
Derivative financial
instruments (Note 22) 16 57,423 - 57,439
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HEMEFME (8) Notes to the Financial Statements (continued)
5. EREMAMKIAF{E 5. Fair values of assets and liabilities (continued)

(%)
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(A) Fair value hierarchy (continued)

Financial assets
Trading assets (Note 21)
- Debt securities and
certificates of deposit
- Equity securities
- Other debt instruments
Financial assets designated
at fair value through profit
or loss (Note 21)
- Other debt instruments
Derivative financial
instruments (Note 22)
Advances and other
accounts at fair value
Investment in securities at
FVOCI (Note 24)

- Debt securities and
certificates of deposit
- Equity securities

Financial liabilities
Financial liabilities at fair
value through profit or loss
(Note 30)
- Trading liabilities
- Financial liabilities
designated at fair value
through profit or loss
Derivative financial
instruments (Note 22)

There were no financial asset and liability transfers between level 1

5.1 Financial instruments measured at fair value (continued)

2024
B iy 3] FEEER Bt
Level 1 Level 2 Level 3 Total
WhEAG WBMmENG BmEN BhET
HK$'m HK$'m HK$'m HK$'m
525 115,020 - 115,545
18 - - 18
- 3,800 - 3,800
- 7,440 - 7,440
40 73,856 - 73,896
- 2,163 809 2,972
248,711 757,024 - 1,005,735
- - 3,565 3,565
565 61,638 - 62,203
- 16,618 - 16,618
32 56,567 - 56,599

the Group during the year (2024: Nil).
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HEMEFME (8) Notes to the Financial Statements (continued)
5. EREMAMKIAF{E 5. Fair values of assets and liabilities (continued)

(%)
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5.1 Financial instruments measured at fair value (continued)

(B) Reconciliation of level 3 items

At 1 January 2025
Gains

- Income statement

- Other comprehensive income

- Change in fair value

Additions
Disposals, redemptions and maturity
Exchange difference

At 31 December 2025

Total unrealised gains for the year included in
income statement for financial assets held as at
31 December 2025
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2025
SR
Financial assets
PAAPAEZRLL
A AR AT
Wi 28 2 MEH R
Investment in
UAFEITEZ securities
FHBIMMK _ atFvocl
Advances and B HIES
other accounts Equity
at fair value securities
BHEAT BHEAT
HK$’'m HK$’'m
809 3,565
- 178
192 -
(809) -
192 3,743
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HEMEFME (8) Notes to the Financial Statements (continued)
5. MMM AT 5. Fair values of assets and liabilities (continued)

(%)
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(B) Reconciliation of level 3 items (continued)

At 1 January 2024
Gains

- Income statement

- Other comprehensive income

- Change in fair value

Additions
Disposals, redemptions and maturity
Exchange difference

At 31 December 2024

Total unrealised gains for the year included in
income statement for financial assets held as at
31 December 2024
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5.1 Financial instruments measured at fair value (continued)

2024
Kol s
Financial assets

PLASPEAR
TEN A AT
WG 2 AE SRR
Investment in
PIAPETEZ securities
DU AR T3 at FVOCI
Advances and BRI
other accounts Equity
at fair value securities
T E TG T TG
HK$'m HK$'m
863 3,262
- 304
- (M
(54) -
809 3,565
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HEMEFME (8) Notes to the Financial Statements (continued)
5. EREMAMKIAF{E 5. Fair values of assets and liabilities (continued)

(%)
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5.1 Financial instruments measured at fair value (continued)

(B) Reconciliation of level 3 items (continued)

As at 31 December 2025 and 2024, financial instruments categorised as level 3 are
mainly comprised of certain equity securities, advances and other accounts and unlisted
equity shares.

For certain equity securities, advances and other accounts, the multiples or credit
spreads of comparable companies and discount rates used in valuation techniques are
unobservable inputs with significant impact on valuation. Therefore, these instruments
have been classified by the Group as level 3. The Group has established internal control
procedures to control the Group’s exposure to such financial instruments.
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HEMEFME (8) Notes to the Financial Statements (continued)
5. EREMAMKIAF{E 5. Fair values of assets and liabilities (continued)

(%)
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5.1 Financial instruments measured at fair value (continued)

(B) Reconciliation of level 3 items (continued)

The fair values of unlisted FVOCI equity investments are determined with reference to
(i) multiples of comparable listed companies, including average of the price/earnings
ratios or average of the price/book values ratios of the comparables; or (ii) dividend
discount model calculation of the underlying equity investments; or (iii) net asset value
with fair value adjustments on certain assets or liabilities held (if applicable), if neither
appropriate comparables nor dividend discount model calculation is available or
applicable. The significant unobservable inputs and their range applied in the fair values
measurement of the Group’s unlisted equity investments includes price/earnings ratios
of the comparables of 10.54x - 35.81x, price/book values ratios of the comparables of
0.24x - 0.76x, liquidity discount of 25% - 30%, dividend payout ratio of 23.44% - 84.90%
and discount rate of 8.25% - 11.90%. The fair value is positively correlated to the
price/earnings ratios and price/book value ratios of appropriate comparables, forecasted
stream of future dividend payout or net asset values, and is negatively correlated to the
liquidity discount used in the average of price/earnings ratios and price/book value ratios
of comparables or discount rate used in dividend discount model and net asset values.

Had all of the significant unobservable inputs applied on the valuation techniques
favourably changed/unfavourably changed by 5% (2024: 5%), the Group’s other
comprehensive income would have increased by HK$125 million and decreased by
HK$124 million, respectively (2024: increased by HK$122 million and decreased by
HK$121 million, respectively).
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4R EHE (42) Notes to the Financial Statements (continued)

5. EREMAMKIAF{E 5. Fair values of assets and liabilities (continued)
(%)

5.2 Financial instruments not measured at fair value

5.2 JERIAPETHE K SRl
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Fair value estimates are made at a specific point in time based on relevant market
information and information about various financial instruments. The following methods and
assumptions have been used to estimate the fair value of each class of financial instrument
as far as practicable.

Balances with/from banks and other financial institutions and trade bills

SRR 2 85 R R 5
S

RAR Iy 2 S F B8 7 ] B
Ol T8 H G —E N
2, FK IS AT
EARA -

Substantially all the financial assets and liabilities mature within one year from the balance
sheet date and their carrying value approximates fair value.

IR AT BUX BUR 7 Hong Kong SAR Government certificates of indebtedness and Hong Kong SAR currency
BHiF B 45 K% A s R 4T notes in circulation

BUX i AR i

W R A AT BUX BURF 7 The carrying value of Hong Kong SAR Government certificates of indebtedness and Hong

HIE B 5 S B s e AT
X 330 4% T 2 K i A
A EME .

&SR ARAT KA

Kong SAR currency notes in circulation approximates their fair value.

Advances to customers and banks and other financial institutions

SRR GEER
KEBI 25 P SRR
AT B At < BHLA B 3K
REFERINER, i AR
RS, BkmE 52
B

VAR A i B 2 UEJF

Substantially all the advances to customers and banks and other financial institutions are
on floating rate terms, bear interest at prevailing market interest rates and their carrying
value approximates fair value.

Investment in securities at amortised cost

%
DAHEAR A T B 2 IEJ%
AT E S HRE 5.1
RN S R AL
UE I3 B A7 FCIE AN 4 4 1K
PR Z I i -

The fair value of securities at amortised cost is determined by using the same approach as
those debt securities and certificates of deposit and mortgage backed securities measured
at fair value as described in Note 5.1.
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5. EREMAMKIAF{E 5. Fair values of assets and liabilities (continued)
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5.2 Financial instruments not measured at fair value (continued)

Deposits from customers
Substantially all the deposits from customers mature within one year from the balance sheet
date and their carrying value approximates fair value.

Debt securities and certificates of deposit in issue

E R AT 15 55 UE 5 BAT 3K
ilE
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(B 32)

The fair value of these instruments is determined by using the same approach as those debt
securities and certificates of deposit measured at fair value as described in Note 5.1.

Subordinated liabilities

The fair value of subordinated liabilities is determined by using the same approach as those
debt securities and certificates of deposit measured at fair value as described in Note 5.1
and their carrying value approximates fair value.

The following tables set out the carrying values and fair values of the financial instruments
not measured at fair value, except for the above with their carrying values being
approximation of fair values.

2025 2024
T THE N T 1
Carrying ATE Carrying NFE
value Fair value value Fair value
WhEAT WHEART WHEA BHEAT
HK$’m HK$’m HK$'m HK$'m
Financial assets
Investment in securities at
amortised cost (Note 24) 160,556 160,621 175,191 171,792
Financial liabilities
Debt securities and
certificates of deposit in
issue (Note 32) 11,251 11,264 5,296 5,331
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5.2 Financial instruments not measured at fair value (continued)

The following tables show the fair value hierarchy for financial instruments with fair values

disclosed.

Financial assets
Investment in securities at
amortised cost

Financial liabilities
Debt securities and certificates
of deposit in issue

Financial assets
Investment in securities at
amortised cost

Financial liabilities
Debt securities and certificates
of deposit in issue
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2025
BB FERY F=RR Bt
Level 1 Level 2 Level 3 Total
WTEAT WTEAmD BHEAKL BHEAT
HK$’'m HK$’'m HK$’'m HK$’'m
9,222 151,172 227 160,621
. 11,264 - 11,264

2024
=1 EEN FBEER Rt
Level 1 Level 2 Level 3 Total
WmEAG WBmEAT WBHEAT WHH G
HK$'m HK$'m HK$'m HK$'m
20,268 151,466 58 171,792
- 5,331 - 5,331
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5. EREMAMKIAF{E 5. Fair values of assets and liabilities (continued)
(%)
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5.3 Non-financial instruments measured at fair value

The Group uses valuation techniques or quoted market prices in active market to determine
the fair value of non-financial instruments.

Investment properties and premises

The Group’s properties can be divided into investment properties and premises. All of the
Group’s investment properties and premises were revalued as at year end. This year, the
valuations were carried out by an independent firm of chartered surveyors, Knight Frank
Petty Limited, who have among their staff Fellow and Members of The Hong Kong Institute
of Surveyors with recent experience in the locations and categories of properties being
valued. The Group’s Management had discussions with the surveyors on the valuation
methods, valuation assumptions and valuation results when the valuation is performed at
each interim and annual reporting date. There has been no change in valuation methods
during the year and the methods used are consistent with last year.

(i) Valuation methods and inputs used in level 2 fair value measurements

The fair value of properties classified as level 2 is determined using either the market
comparison approach by reference to recent sales price of comparable properties or the
income capitalisation approach by reference to market rent and capitalisation rate, with
appropriate adjustments to reflect the differences between the comparable properties
and the subject properties. These adjustments are considered as insignificant to the
measurement.
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HEMEFME (8) Notes to the Financial Statements (continued)

5. EREMAMKIAF{E 5. Fair values of assets and liabilities (continued)
(%)

5.3 Non-financial instruments measured at fair value (continued)

5.3 DLAFETHERIE SR
THE (8

Bl K s ()
)% ZRATEITE

Investment properties and premises (continued)

(i) Valuation methods and inputs used in level 2 fair value measurements (continued)
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=

The Group’s properties are located in Hong Kong, certain major cities in the Chinese
Mainland and Malaysia where the property markets are considered active and
transparent. Sales price, market rent and capitalisation rate of comparable properties
are generally observable either directly or indirectly in these markets.

Information about level 3 fair value measurements

The fair value of all of the Group’s properties classified as level 3, except for the bank
vault, is determined using either the market comparison approach or the income
capitalisation approach, adjusted for a premium or a discount specific to the features of
the Group’s properties compared to the comparable properties.

The fair value of the bank vault is determined using the depreciated replacement cost
approach as no direct comparable is available given the specialised nature of the
property. The major inputs are the market value of the existing land, the current cost of
replacing the property and the depreciation rate. Appropriate adjustments are made to
reflect the specialised nature of the property.
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HEMEFME (8) Notes to the Financial Statements (continued)

5. EREMAMKIAF{E 5. Fair values of assets and liabilities (continued)

(%)

5.3 DLAFETHERIE SR
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5.3 Non-financial instruments measured at fair value (continued)

Investment properties and premises (continued)

(i) Information about level 3 fair value measurements (continued)

The valuation methods and significant unobservable inputs used in the fair value
measurement of the Group’s properties classified as level 3 are as follows:

G AR FTR
PRI TV K R
TGP
AR FER SAPHEKRR
fHE BERXATRERNR Jiiy ] Relationship of
Valuation Significant Weighted unobservable inputs
method unobservable inputs average to fair value
AT & IR HE AL Prip=x REE2% FriAE@E, ATEBK.
Bank vault Depreciated Depreciation rate (20244F: 2%) The higher the depreciation rate,
replacement cost 2% (2024: 2%) the lower the fair value.
approach per year
Wl bR 4 o7 2 A R EA+15% wihEmE, APEE.
Premium on specialised (20244F: +15%) The higher the premium,
nature of the property | +15% (2024: +15%) the higher the fair value.
to building cost
oAbl TTH L RIEEL | DAL AR ] EEE LA 1t -6.3% e, AR,
Other W\ BE ARV R 2 i (2024: -7.2%) The higher the discount,
properties Market Discount the lower the fair value.
comparison on features of the
approach or property compared to
income comparable properties
capitalisation
approach
Yok AR AT Premium/(discount) on features of a property is determined after taken into account

FEPE R B 2/
i) JisE 50
LB AE AN R AL 3R
EmER, Flinms
JRZ W E . fE.
kR el / RBL
R TR AR
JEE .

various factors, such as time for market movement, location, accessibility, building
age/condition, floor level, size, layout, etc., with reference to the differences in features

with comparable properties.
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HEMEFME (8) Notes to the Financial Statements (continued)
5. EREMAMKIAF{E 5. Fair values of assets and liabilities (continued)
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5.3 Non-financial instruments measured at fair value (continued)

Investment properties and premises (continued)

(i) Information about level 3 fair value measurements (continued)

For the fair value of the property with a development plan, it is measured on a
development basis by adopting residual approach which is a valuation method generally
used to value development of lands. Gross Development Value (“GDV”) is first
determined using market comparison approach by reference to recent transactions of
comparable properties and adjusted for a premium or a discount specific to the quality
of the Group’s development compared to the comparable properties. The ultimate fair
value of the redevelopment is the residual value after deducting the present value of the
future development costs (including professional fees, demolition cost, constructions
cost etc.) and developer’s profit from the present value of the GDV. The higher the GDV,
the higher the fair value; the higher the development costs and the discount rate, the
lower is the fair value.

Precious metals
The fair values of precious metals are determined by obtaining quoted market prices in
active market or market quote with certain adjustments.
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HEMEFME (8) Notes to the Financial Statements (continued)

5. EREMAMKIAF{E 5. Fair values of assets and liabilities (continued)
(%)

5.3 DLAFETHERIE SR

TH (8

(A) APERES

JeERB ™

Bzl (M 26)

/NN 2 S
(B 27D

Fob Bt (BHE 28D
- Ste)E

JEERBE™
BB (HHE 26)
Yle bt S B
CBfHiE 27)
- B
HAbBE ™ C(BE 28)

- B

AL 2 AR e fh T
FNERAE—RRIE
ZIRG I (2024

Fr T

(A) Fair value hierarchy

Non-financial assets

Investment properties (Note 26)
Properties, plant and equipment

(Note 27)
- Premises

Other assets (Note 28)

- Precious metals

Non-financial assets

Investment properties (Note 26)
Properties, plant and equipment

(Note 27)
- Premises

Other assets (Note 28)

- Precious metals

5.3 Non-financial instruments measured at fair value (continued)

2025
F—-B% F_E% BB Bt
Level 1 Level 2 Level 3 Total
wmEAXL WHEART BWEART  BREEAT
HK$’'m HK$’'m HK$’'m HK$’'m
- 787 12,269 13,056
- 1,219 29,410 30,629
- 28,594 - 28,594

2024
F—B% BRN BZER Bt
Level 1 Level 2 Level 3 Total
WwmEA WmE/AT WmEAT WEME T
HK$'m HK$'m HK$'m HK$'m
- 305 14,264 14,569
- 843 34,537 35,380
- 15,176 - 15,176

There were no non-financial asset transfers between level 1 and level 2 for the Group during

the year (2024: Nil).
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5. EREMAMKIAF{E 5. Fair values of assets and liabilities (continued)

(%)

5.3 DLAFETHERIE SR
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(B) Reconciliation of level 3 items

At 1 January 2025
Losses
- Income statement
- Net loss from fair value adjustments
on investment properties
- Net loss from revaluation of premises
- Other comprehensive income
- Revaluation of premises
Depreciation
Additions
Transfer into level 3
Transfer out of level 3
Reclassification
Exchange difference

At 31 December 2025

Total unrealised losses for the year included
in income statement for non-financial
assets held as at 31 December 2025
- Net loss from fair value adjustments on

investment properties
- Net loss from revaluation of premises
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5.3 Non-financial instruments measured at fair value (continued)

2025

FEERBE

Non-financial assets

Yolv. 234 R

Properties, plant

e g //NIA and equipment
Investment Bre
properties Premises
BHEAT EHHEAT
HK$’'m HK$’'m
14,264 34,537
(1,639) -

- (333)

- (3,451)

- (1,012)

143 116

(455) (495)

(44) 44

- 4

12,269 29,410
(1,639) -

- (333)

(1,639) (333)
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HEMEFME (8) Notes to the Financial Statements (continued)
5. EREMAMKIAF{E 5. Fair values of assets and liabilities (continued)

(%)
5.3 IAFEIFREFFESR 5.3 Non-financial instruments measured at fair value (continued)
TH (8
(B) E=2Z&MW HZF| (B) Reconciliation of level 3 items (continued)
(8

T 20241 H1H
R

- Weaik

- BRIV ATE I

2T

- BT TR
- At ATl

- e Ee
#r1H
WE
WE
HBNBZEY
Ll o 1
"Bk
28

T 2024 212 A 31 H

T 2024 £ 12 A 31 HFFHE
R AE Rl B TN T
e 2 2R R AR S 5 45
- BRI A FETEZ

EEE
- AR FT

2024

E| S
Non-financial assets

Yl A R
Properties, plant

engy/ N4 and equipment
Investment JE e
properties Premises
#wmE LT wmE LT
HK$'m HK$'m
At 1 January 2024 15,021 37,926
Losses
- Income statement
- Net loss from fair value adjustments
on investment properties (1,522) -
- Net loss from revaluation of premises - (312)
- Other comprehensive income
- Revaluation of premises - (2,484)
Depreciation - (1,113)
Additions 118 1,014
Disposals (1) (6)
Transfer into level 3 - 159
Transfer out of level 3 - -
Reclassification 648 (648)
Exchange difference - 1
At 31 December 2024 14,264 34,537
Total unrealised losses for the year included
in income statement for non-financial
assets held as at 31 December 2024
- Net loss from fair value adjustments on
investment properties (1,522) -
- Net loss from revaluation of premises - (312)
(1,522) (312)
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HEMEFME (8) Notes to the Financial Statements (continued)
5. EREMAMKIAF{E 5. Fair values of assets and liabilities (continued)

(%)
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5.3 Non-financial instruments measured at fair value (continued)

(B) Reconciliation of level 3 items (continued)

The transfer of properties into and out of level 3 is due to change in the
premium/(discount) on features applied between the subject and comparable properties
during the year. Premium/(discount) on features is determined with reference to
differences in features between the subject properties and the comparable properties
recently transacted in the market. As comparable properties that come from recent
market transactions may be different in each year, the premium/(discount) on features
applied between the subject and comparable properties would change from year to year
accordingly. As a result, the significance of adjustments made to observable market
inputs may vary and lead to the transfer of properties into and out of level 3.
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BANK OF CHINA (HONG KONG) LIMITED

6. Net interest income

Interest income
Advances to customers, due from banks and
other financial institutions

Investment in securities and financial assets at

fair value through profit or loss
Others

Interest expense

Deposits from customers, due to banks and
other financial institutions

Debt securities and certificates of deposit in
issue

Subordinated liabilities

Lease liabilities

Others

Net interest income

Notes to the Financial Statements (continued)

2025 2024
WHEAT BMETIT
HK$’'m HK$'m
71,412 91,448
43,015 42,367
669 660
115,096 134,475
(62,899) (81,002)
(166) (25)
(1,595) (2,447)
(48) (43)
(2,737) (3,623)
(67,445) (87,140)
47,651 47,335

Included within interest income are HK$78,183 million (2024: HK$97,259 million) and
HK$34,120 million (2024: HK$30,579 million) for financial assets measured at amortised cost
and at fair value through other comprehensive income respectively.

Included within interest expense are HK$65,941 million (2024: HK$85,248 million) for financial
liabilities that are not measured at fair value through profit or loss.
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Notes to the Financial Statements (continued)

7. Net fee and commission income

2025 2024
whEAT I IREWAY
HK$’m HK$'m
MR 2 R ARG Fee and commission income
PRI Insurance 5,520 3,595
WES44 Securities brokerage 3,290 2,266
{5 AR5 Credit card business 2,808 2,586
SRR 4 Loan commissions 1,872 2,236
e Funds distribution 987 681
ERAIEE RS Trust and custody services 918 925
B IR S Payment services 777 745
T Tem Currency exchange 503 540
e 4 Bills commissions 452 444
TR Safe deposit box 293 290
HAth Others 1,197 1,544
18,617 15,852
k55 2 KA &3 Fee and commission expense
fEHRI5% Credit card business (2,136) (1,968)
TH%4 Securities brokerage (500) (325)
Hith Others (1,219) (1,110)
(3,855) (3,403)
HR% 3 R AR SN Net fee and commission income 14,762 12,449
Hrpjag: Of which arise from:
e LA PAE AR T A 28 Financial assets or financial liabilities that are not
PETH R SR Bl 4 measured at fair value through profit or loss
il 471153
2SR ON - Fee and commission income 2,108 2,492
- RS MRE - Fee and commission expense (8) 9)
2,100 2,483
(S R A Z 4TS 3h Trust and other fiduciary activities
- RS E W - Fee and commission income 1,107 1,119
- RS H - Fee and commission expense (62) (63)
1,045 1,056
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W& EHIE (82)  Notes to the Financial Statements (continued)

8. G 8. Net trading gain
2025 2024
WNEAT A REDA
HK$’'m HK$'m
B IR E - Net gain from:
HINLEE 5y B ANIEZE 577 b Foreign exchange and foreign exchange

products 14,969 11,998

ZalE S /N S (R URL ] Interest rate instruments and items under
B gE| fair value hedge 627 697
T i Commodities 851 361
JER TR Equity instruments 131 45
16,578 13,101

9. HAAAPERIITA 9.
Pz &M T RS TR

FoAhy g 73 S0 DA FAE AR AL
TR 2 il TR s

P N AHEA T A B 28
R TR T

Net loss on other financial instruments at fair value through profit or
loss

2025 2024
WHE AL EME I
HK$’'m HK$'m
Net gain on other financial instruments
mandatorily classified at fair value through
profit or loss 3 84
Net loss on financial instruments designated at
fair value through profit or loss (416) (468)
(413) (384)
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Vot FIRRIE (52

10. Hfh$R T E2Z %S 10. Net loss on other financial instruments

1.

#

AR/ Wl LA T AR AT
N FA & T 2 2 AE 7 1%
R TH

8% [A] LA AR A B AE S
E a7 AT R

it

HAZ2ERA 1.

li3sYION
- REEARZIETIIAZ LA
AFEAA T N A4
TS i 2 E S 5 %
- REEIRTRA Z LA
TEARA T A oAt 4 THI Y
i RSB
fRaig /NP E S ON
ke A RBEEDZ S
Hoths

[ RABTIz CH ] A
F R ALY 2 B
278 3 T 0.10 12752024
e #510 0.19 1270

Net loss on disposal/redemption of investment in
securities at FVOCI

Net loss on redemption of investment in securities at
amortised cost
Others

Other operating income

Dividend income
- From investment in securities at FVOCI derecognised
during the year

- From investment in securities at FVOCI held at the
end of the year

Gross rental income from investment properties
Less: Outgoings in respect of investment properties
Others

Notes to the Financial Statements (continued)

2025 2024
WHEAT WwHE AT
HK$’m HK$'m
(1,196) (1,271)
(34) (27)
3 5
(1,227) (1,293)
2025 2024
WHEAT WMHE It
HK$’'m HK$'m
- 17
60 32
447 456
(73) (76)
94 144
528 573

Included in the “Outgoings in respect of investment properties” is HK$10 million (2024: HK$19
million) of direct operating expenses related to investment properties that were not let during

the year.
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12. Net charge of impairment allowances

Net (charge)/reversal of impairment allowances on:

Advances and other accounts
- At FVOCI

- At amortised cost

Balances and placements with banks and other
financial institutions

Investment in securities
- At FVOCI

- At amortised cost

Loan commitments and financial guarantee
contracts

Others

Net charge of impairment allowances
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Notes to the Financial Statements (continued)

2025 2024
BHEAT HmMmE AT
HK$’'m HK$'m
(6) 23
(8,240) (4,961)
(8,246) (4,938)
(17) (57)
(27) (60)
(5) (3)
(32) (63)

26 18
(8,269) (5,040)
(34) (31)
(8,303) (5,071)
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Notes to the Financial Statements (continued)

Vot FIRRIE (52

13. B H 13. Operating expenses

2025 2024
WHEAT WM E G
HK$’'m HK$'m
ANHERH CBIEEFEHE) Staff costs (including directors’ emoluments)
- N R oA 2R - Salaries and other costs 10,870 10,328
- BRSA - Pension cost 594 583
11,464 10,911
e RS (A Premises and equipment expenses (excluding
FEYTIA B ) depreciation and amortisation)
- FIAMSE. R E R - Short-term leases, leases of low-value assets and
FR 5T I 7 By FHL 4 R B variable lease payments 33 90
- HAih - Others 1,548 1,399
1,581 1,489
710 B P4 Depreciation and amortisation 2,651 2,777
2 HTEN 4 Auditor’s remuneration
- RS - Audit services 26 31
- JEH RS - Non-audit services 6 8
HAh & H Other operating expenses 2,773 2,622
18,501 17,838
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WEREHIE (82)  Notes to the Financial Statements (continued)

14. FFYNALE / AF  14. Net loss from disposal of/fair value adjustments on investment

ERBZ FTH properties
2025 2024
WHEHAT BEME T
HK$’'m HK$'m
BEPN AT IR Net loss from fair value adjustments on investment
Wi (fHE 26) properties (Note 26) (1,663) (1,540)

15. ¥k, B RKEK 15. Net loss from properties, plant and equipment and other assets

HAbFE =2 H T4
2025 2024
WTEATT W E 170
HK$’'m HK$'m
SbE B T E B S Net loss from disposal of equipment, fixtures and
ZiFTH fittings - 2)
AR i (M Net loss from revaluation of premises (Note 27)
27) (345) (311)
Wb B TCTE 9 2 i e Net gain from disposal of intangible assets 3 -
(342) (313)
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Notes to the Financial Statements (continued)

16. Taxation

oo R N 2 BITALSI T -

Taxation in the income statement represents:

2025 2024
WTEATT HHE AT
HK$’'m HK$'m
ARSI I Current tax
HERFR Hong Kong profits tax
- FENTEABLIN - Current year taxation 7,788 7,333
- fLAE AL & - Over-provision in prior years (208) (242)
7,580 7,091
HHELLAMBLIN Taxation outside Hong Kong
- FENTEABLIN - Current year taxation 973 1,392
- AL % - Over-provision in prior years (103) (114)
8,450 8,369
166 SE R T Deferred tax
B vz A K ARk B Origination and reversal of temporary differences and
FARAE B (B unused tax credits (Note 34)
7 34) (678) (547)
7,772 7,822

A B S L IR AR JE i
T A A I SR B A
B 16.5% (2024 4
16.5%) $e ik . il AN A
LRI WEA G FLAR T S 2R
Tot i AUACA L 28 M 55 e
TEEZK / WX 2 JAT BT
5o

A G LA R AL I A0 7 2 P
FrBisil, SRHEEHEM A

Hong Kong profits tax has been provided at the rate of 16.5% (2024: 16.5%) on the estimated
assessable profits arising in Hong Kong during the year. Taxation on profits outside Hong

Kong has been calculated on the estimated assessable profits for the year at the rates of
taxation prevailing in the countries/regions in which the Group operates.

The taxation on the Group’s profit before taxation that differs from the theoretical amount that
would arise using the taxation rate of Hong Kong is as follows:

R A RBIZE R R
2025 2024
WHEAT VA IREWAV
HK$’m HK$'m
g b A ¥ Profit before taxation 49,082 47,008
JuFiZ 16.5% (2024 4F: Calculated at a taxation rate of 16.5% (2024: 16.5%)
16.5%) T MIFLI 8,099 7,756
HAME K / Hh X B2 22 571 Effect of different taxation rates in other
Al countries/regions 210 227
T F BN Income not subject to taxation (1,603) (1,947)
% EA R FF X Expenses not deductible for taxation purposes 1,026 1,449
A AL % Over-provision in prior years (311) (356)
RIS 5 17 Tax losses not recognised 2 -
U LML Withholding tax outside Hong Kong 222 667
HoAth Others 127 26
TEAFLI Taxation charge 7,772 7,822
SRR Effective tax rate 15.8% 16.6%
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Notes to the Financial Statements (continued)

16. Taxation (continued)

Organisation for Economic Co-operation and Development’s (“OECD”) Global
Minimum Tax (“Pillar Two”) model rules

The Group is within the scope of the OECD'’s Pillar Two model rules. Pillar Two legislation was
enacted in Vietham, Hong Kong (China), Indonesia, Malaysia and Thailand, among the
jurisdictions in which the Group operates and has become effective in Viethnam since 1
January 2024 and in Hong Kong (China), Indonesia, Malaysia and Thailand from 1 January
2025 respectively. Under the applicable rules of the Pillar Two legislation enacted in Vietnam,
Hong Kong (China), Indonesia, Malaysia and Thailand, the Group is liable to pay a top-up tax
for the difference between the Global Anti-Base Erosion (“GloBE”) effective tax rate for the
Group’s operating jurisdictions, and the 15% minimum rate.

The Group has assessed that there shall not be additional current tax expense. The Group
applies the exception to recognising and disclosing information about deferred tax assets and
liabilities related to Pillar Two income taxes, as provided in the amendments to HKAS 12
“Income Taxes” issued in July 2023.
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Notes to the Financial Statements (continued)
17. Dividends

2025 2024
£ pst.] (i ¥
Wwm  BHEAT #IT whE AT
Per share Total Per share Total
HK$ HK$’'m HK$ HK$'m
Dividends 0.544 23,415 0.550 23,674

On 29 April 2025, 29 August 2025 and 28 October 2025, the Board declared interim
dividends of HK$0.072 per ordinary share respectively, each amounting to approximately
HK$3,099 million. These interim dividends were paid on 21 May 2025, 19 September 2025
and 20 November 2025 respectively.

On 18 December 2025, the Board declared an interim dividend of HK$0.328 per ordinary
share amounting to approximately HK$14,118 million, which was paid on 30 December
2025.
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Notes to the Financial Statements (continued)

18. Retirement benefit costs
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Retirement benefits are provided to eligible employees of the Group.

In Hong Kong, defined contribution schemes for the Group’s employees are ORSO scheme
exempted under the MPF Schemes Ordinance and the BOC-Prudential Easy Choice MPF
Scheme.

Under the ORSO scheme, employees make monthly contributions to the ORSO scheme
equal to 5% of their basic salaries, while the employer makes monthly contributions equal
to 5% to 15% of the employees’ monthly basic salaries, depending on years of service. The
employees are entitled to receive 100% of the employer’s contributions upon retirement,
early retirement or termination of employment after completing 10 years of service.
Employees with 3 to 9 years of service are entitled to receive the employer’s contributions
at a scale ranging from 30% to 90% upon termination of employment for other reasons other
than summary dismissal. All employer’s contributions received by employee are subject to
MPF Schemes Ordinance.

With the implementation of the MPF Schemes Ordinance on 1 December 2000, the Group
also launched the MPF Scheme according to the regulatory requirement. Since 2019,
employees with 5 years of service or above are entitled to employer’s voluntary contribution.
The trustee of the Scheme is BOCI-Prudential Trustee and the investment manager is
BOCI-Prudential Asset Management, which are related parties of the Bank.

The Group’s total contributions made to the ORSO scheme for the year ended 31 December
2025 amounted to approximately HK$384 million (2024: approximately HK$378 million),
after a deduction of forfeited contributions of approximately HK$11 million (2024:
approximately HK$13 million). For the MPF Scheme, the Group contributed approximately
HK$138 million (2024: approximately HK$128 million) for the year ended 31 December
2025.

All eligible employees of institutions in other countries and regions participate in the local
defined contribution schemes or defined benefit plans in accordance with local regulations
and market practices.
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19. E%. BEEHEAR
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(a) EERREEEAR

(i) Directors’ emoluments

&
(i) EHME
AR PEARE A A
BUTEFAAREUT
T B B A w
P R 5 24T &
FRISCR W T 4>
PR
PITESH Executive Director
e SUN Yu
[@=E:9) (Chief Executive)
JEHATES Non-executive Directors
B GE Haijao
S ZHANG HuiNete 1
R CAl Zhao Nete 1
HRIL A CHENG Eva*
Bl R CHOI Koon Shum*
5 i JE FUNG Yuen Mei Anita*
B LAW Yee Kwan Quinn*
RSl LEE Sunny Wai Kwong*
FtoR> LIP Sai Wo*
o+ MA Si Hang Frederick*
1 TEAEMT.

Group during the year are as follows:

(a) Directors’ and senior management’s emoluments

Notes to the Financial Statements (continued)

19. Directors’, senior management’s and Key Personnel’s emoluments

Details of the emoluments paid to or receivable by the directors of the Bank in respect
of their services rendered for the Bank and managing the subsidiaries within the

2025
BEEHE.

B R

SR

Basic

salaries,

allowances

HEEE and HAAtc*

Directors’ benefits a Other Bt
fee in kind Bonus payments® Total
WMTIo WMTIo WNT7t WMTIo WMTo
HK$°000 HK$°000 HK$°000 HK$°000 HK$°000
- 6,733 2,905 - 9,638
600 - - - 600
600 - - - 600
700 - - - 700
550 - - - 550
650 - - - 650
650 - - - 650
550 - - - 550
4,300 - - - 4,300
4,300 6,733 2,905 - 13,938
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Note 1: Appointed during the year.
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(continued)

Executive Director

SUN Yu
(Chief Executive)

Non-executive Directors
GE Haijao

CHENG Eva*

CHOI Koon Shum*
FUNG Yuen Mei Anita*
LAW Yee Kwan Quinn*
LEE Sunny Wai Kwong*
LIP Sai Wo*

MA Si Hang Frederick*

W A
W M
REFEFPM O

AR AR

W bR MRS, T
FENHEEFARE

A H P < o

A 2025412 31
HURSERE, BAd

ey

B & (2024

e Toe

(i) Directors’ emoluments (continued)

Notes to the Financial Statements (continued)

(a) Directors’ and senior management’s emoluments (continued)

19. Directors’, senior management’s and Key Personnel’s emoluments

2024
FEARH S

B K

SRR

Basic

salaries,

allowances

HFHE and FoAt A3

Directors’ benefits FiZAN Other Rt
fee in kind Bonus payments* Total
HEMT T HEMT T HMT I HEMHT T T
HK$'000 HK$'000 HK$’000 HK$’000 HK$’000
- 6,499 2,905 - 9,404
600 - - - 600
600 - - - 600
700 - - - 700
550 - - - 550
650 - - - 650
650 - - - 650
550 - - - 550
4,300 - - - 4,300
4,300 6,499 2,905 - 13,704
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* Independent Non-executive Directors

# Including the contributions to pension scheme for directors, inducement to join the Group and
the compensation for the loss of office paid to or receivable by directors.

Except as disclosed in above tables, director resigned during the years received no
emoluments.

There were no directors waived emoluments for the year ended 31 December 2025
(2024: Nil).
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WMEREHIE (82)  Notes to the Financial Statements (continued)

19. EH. EEEHEAR 19. Directors’, senior management’s and Key Personnel’s emoluments

KEBEANRME (continued)
(8
(a) EFLAREEEAR (a) Directors’ and senior management’s emoluments (continued)
Bi& (8D
(i) AP B FA L (ii) Five highest paid individuals
A B AF 9 LA B

GE A NS
VHEH (2024 4F:
140, HMeEk
F L3 Ak 4
% (2024 4F: 4 49D
S8 1 PN
KT

pixan
R GTHRIPER

F AN
EL AT e L R SR Wi
Z AT -

# 7,000,001 G2 #E T 7,500,000 J©
W 7,500,001 G2 # T 8,000,000 J©
#T 8,000,001 G2 #: T 8,500,000 J©
#:T 8,500,001 JCZE#E T 9,000,000 J©

The five individuals whose emoluments were the highest in the Group for the year
include one (2024: one) director whose emolument is reflected in the analysis
presented above. The emoluments payable to the remaining four (2024: four)

individuals during the year are as follows:

Basic salaries and allowances
Bonus
Contributions to pension schemes

2025 2024
BTHEAT BMHE I
HK$’'m HK$'m

16 17

17 15

1 1

34 33

Emoluments paid to or receivable by individuals during the year with reference to

their tenure are within the following bands:

HK$7,000,001 to HK$7,500,000
HK$7,500,001 to HK$8,000,000
HK$8,000,001 to HK$8,500,000
HK$8,500,001 to HK$9,000,000

#k M 9,500,001 Jo £ #E M 10,000,000 J& HK$9,500,001 to HK$10,000,000
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A&
Number of individuals
2025 2024
- 1
1 2
1 -
1 -
1 1
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19. EH. EEEHEAR 19. Directors’, senior management’s and Key Personnel’s emoluments

KEBEANRME (continued)
(82)
(a) EBAREETHAR (a) Directors’ and senior management’s emoluments (continued)

Bi& (8
(i) METEAAHNE (i) Senior management’s emoluments

)z BN RAE N Emoluments paid to or receivable by individuals during the year with reference to

WA AT BT their tenure as senior management are within the following bands:

ENREN A

SRR

A
Number of individuals
2025 2024

#1h 3,000,001 L& # M 3,500,000 7T HK$3,000,001 to HK$3,500,000 - 1
#1h 3,500,001 Ju &M 4,000,000 Jt HK$3,500,001 to HK$4,000,000 1 -
#1h 4,000,001 JLZE# M 4,500,000 7T HK$4,000,001 to HK$4,500,000 1 2
#1h 4,500,001 JL & # M 5,000,000 7t HK$4,500,001 to HK$5,000,000 - 1
#1h 5,000,001 JLZE# M 5,500,000 7T HK$5,000,001 to HK$5,500,000 2 1
#1h 6,000,001 JLZ M 6,500,000 7T HK$6,000,001 to HK$6,500,000 1 -
#1h 6,500,001 JLZ# M 7,000,000 JG HK$6,500,001 to HK$7,000,000 1 1
#1h 9,000,001 Ju &M 9,500,000 Jt HK$9,000,001 to HK$9,500,000 - 1
#1H 9,500,001 Ju&#E M 10,000,000 Jt HK$9,500,001 to HK$10,000,000 1 -
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Notes to the Financial Statements (continued)

19. Directors’, senior management’s and Key Personnel’s emoluments
(continued)

(b) Remuneration for Senior Management and Key Personnel under CG-5

For the purpose of disclosure, Senior Management and Key Personnel are defined as

follows:

- Senior Management: The senior management designated by the Board who are

responsible for oversight of the Group-wide strategy or activities or material business
lines, including the Chief Executive, Deputy Chief Executives, Deputy Chief Executive
and Chief Financial Officer, Deputy Chief Executive and Chief Risk Officer, Board
Secretary and General Manager of Group Audit.

Key Personnel: The employees whose duties or activities involve the assumption of
material risk, or those who take on material exposures on behalf of the Group, or whose
individual responsibilities have direct and material impact on the risk management and
affect the profitability of the Group directly, including heads of frontline business units,
local major subsidiaries and Southeast Asian entities, head of trading, heads of
functional units that have direct and material impact on the Group’s risk management
and affect the profitability of the Group directly, general managers who report directly to
the Chief Executive, as well as “managers” appointed by the Group according to the
Banking Ordinance.
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19. . HEEHEAR 19. Directors’, senior management’s and Key Personnel’s emoluments
KFEANRAME (continued)
(88)

(b) CG-5 THABEARE (b) Remuneration for Senior Management and Key Personnel under CG-5 (continued)
FEARKFH (L

KREFEARER Z M Details of the remuneration for Senior Management and Key Personnel of the Group
YNV E X YNASE during the year are as follows:
B TEAE A .
(i) THBEENET (i) Remuneration awarded during financial year
I
2025 2024
REBEANR FEAR ®SHEIAN FEAR
Senior Key Senior Key
Management Personnel Management Personnel
wHEAT WHEARX EHOAT wmhmE AT
HK$’'m HK$’'m HK$'m HK$'m
Ii] & Fixed remuneration
W4 Cash-based 35 109 33 110
Hoifr i Of which: deferred - - - -
-5 B Variable remuneration
W4 Cash-based 14 70 14 65
Horfr @ Of which: deferred 7 28 5 27
S Total remuneration 49 179 47 175
BB Number of employees
I & 7 Fixed remuneration 9 40 10 45
BT Variable remuneration 9 40 10 45
(i) REPIATER (ii) Special payments
HZE 2025 4 12 A There were no guaranteed bonuses, sign-on awards and severance payments to
31 HILFSE, Hh % Senior Management and Key Personnel for the year ended 31 December 2025
FTHAERARK (2024: Nil).
EYNARVSTIRIZAMN
R K B
(2024 4F: To).
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(b) CG-5 TRAEHARK
FEANRNTH (5

(iif) BITHB
HREE A Senior Management
W4 Cash
FEEAN Key Personnel
W4 Cash
SR Total

EEFA R
M4

ES YN
b

Senior Management
Cash

Key Personnel
Cash

Total

Notes to the Financial Statements (continued)

19. Directors’, senior management’s and Key Personnel’s emoluments
(continued)

(b) Remuneration for Senior Management and Key Personnel under CG-5 (continued)

(iii) Deferred remuneration

2025

b WRZEEM

S TEHAMSER

/ BRAFEH BRI

RIAFEIER

of TEHMER msommERan  ERRMEERA

amountof FEEMATEMEHK EEMETEHIAK R RMBEFEN
outstanding AMEMBEMABIN  ATERBEMEBI K RIHH
RIATH deferred and P A e = I . 4
EIEETE SR retained Total amount of Total amount of Total amount of
Total amount of remuneration amendment during amendment during deferred

outstanding

exposed to ex post

the year due to ex

the year due to ex

remuneration paid

deferred explicit and/or post explicit post implicit  out in the financial
remuneration _implicit adjustment adjustments adjustments year
WHEAT BHEAT WHHE AT BHEAT WAEAT
HK$’'m HK$’'m HK$’'m HK$’'m HK$’'m
12 12 - - (6)
55 55 - - (25)
67 67 - - (31)
2024

Hodr @ WRER AL E AT

45T e I AME K

/ B TE VR R

RIATHBIE S

& B 7 A A 5

R e I X B P

amo.unt of HEEMGTIEIFLE EEAL T/E LI FEH R BUEE N
outstanding ﬂ‘{:t Lﬁ%ﬁﬁfﬁﬂ%“ Hq V‘]ﬁ: Lﬁgéﬁﬁfﬁﬂ%“ Hq EHQH“’]
RIAS(H deferred and i e A e A 95 S0 T A
126 S T A S A retained Total amount of Total amount of Total amount of

Total amount of
outstanding

remuneration
exposed to ex post

amendment during
the year due to ex

amendment during
the year due to ex

deferred
remuneration paid

deferred explicit and/or post explicit post implicit out in the financial
remuneration implicit adjustment adjustments adjustments year
WMH T WMHE AT WMH AT WMHE G WHHE AT
HK$'m HK$'m HK$'m HK$'m HK$'m

1 1" - - (5)

52 52 - - (20)

63 63 - - (25)
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20. EFNERESRITK 20. Cash and balances and placements with banks and other financial

HA SR Z SR institutions
KR
2025 2024
WHEAT HEME G
HK$’'m HK$'m
FEAF I 4 Cash 17,808 20,711
TR RARAT 2 G5 4 Balances with central banks 196,198 178,747
TEH AT — A H N EIH Placements with central banks maturing within
2 BRI one month 4,344 116,633
FEP R T — 2=+ A A Placements with central banks maturing
P EIA 2 e AR between one and twelve months 746 7,653
e R ARAT R I — A 4 Placements with central banks maturing over
ZEHAETR one year 2,213 1,094
203,501 304,127
AF TR ARARAT 2o oAt 4> il Balances with other banks and other financial
WA 2 4542 institutions 104,926 91,153
TEHABERAT S oA S Al AL Placements with other banks and other
F—A~ H N B2 E financial institutions maturing within one
Yepiie month 62,003 93,408
TEHABARAT S oA S AL Placements with other banks and other
M—Z+ZAH N2 financial institutions maturing between one
Z e WIHT IR and twelve months 176,083 98,679
TEHABARAT S oA Sl AL Placements with other banks and other
o I — 4 B 2 8 financial institutions maturing over one year
Yeaiie 475 452
343,487 283,692
564,796 608,530
W DRAE A Less: Impairment allowances
- BB - Stage 1 (120) (104)
- BTN - Stage 2 - _
- BERB - Stage 3 (30) (31)
564,646 608,395
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Notes to the Financial Statements (continued)

21. Financial assets at fair value through profit or loss

2025 2024
WREAT wmENT
HK$’'m HK$'m
Securities
Trading assets
- Treasury bills 48,099 59,299
- Certificates of deposit 8,879 13,111
- Other debt securities 80,627 43,135
137,605 115,545
- Equity securities 21 18
Total securities 137,626 115,563
Other debt instruments
Trading assets 3,812 3,800
Financial assets designated
at fair value through profit or loss 15,231 7,440
Total other debt instruments 19,043 11,240
156,669 126,803
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21. DIAPEZLH AR 21. Financial assets at fair value through profit or loss (continued)
WZERBE= (82

UEF A% Fith 4326 Total securities are analysed by place of listing as follows:
urr:
2025 2024
WMEAT WwHE AT
HK$’'m HK$'m
B 55 UE SR RAT#RUE Debt securities and certificates of deposit
- TEE LT - Listed in Hong Kong 22,874 11,021
- FHERMBLS Bl - Listed outside Hong Kong 6,156 1,938
- B kT - Unlisted 108,575 102,586
137,605 115,545
R A e S5 Equity securities
- TEE LT - Listed in Hong Kong 21 16
- FHERMBLS B - Listed outside Hong Kong - 2
21 18
UEZ5 S0 Total securities 137,626 115,563
UE 7 S B RAT LA 2 53 Total securities are analysed by type of issuer as follows:
W
2025 2024
WHEAT VS OTREWAI
HK$’'m HK$'m
EPEN Sovereigns 106,774 92,457
A =4 X A Public sector entities 1,129 877
BRAT S A &AL Banks and other financial institutions 27,945 21,322
AR 4 Corporate entities 1,778 907
UEZR A Total securities 137,626 115,563
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22. fTAEERET AL  22. Derivative financial instruments and hedge accounting
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AN fiE S A 4 [ i 1 i
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AT SR A 45
AR M T AE SN
T AR BRBBUN K
Besh, ATk e TRKAMGE
FREF AR (F77) B
(i) (s, LR
Wi ] B 7E AN [ 39 1) A 5K
¥

(a) ATAEER TR

AW HAT BN K3
AT A 52 B )
THKAITREZ
%o B S5EP KAk
T 37 B B0 AT A 7
52 5y Y8 AR AR
e A1 & A5G KUK 5 7L
B E -

747 R B T
AR AT K B0 A1) 2R XU
FANC RIS, A TERR
HEvE 2 7 e 4 3K
A AT A7 b J5 7]
T35 . BATEM A
Ty 7 A I RS 7 4
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VT 58 5 (R R AT -
BERRTAE T Wb 5 5 b
JUCF TR RS
DAHEAT 4555 TR
e it KR

The Group enters into foreign exchange rate, interest rate, commodity and equity related
derivative financial instrument contracts for trading and risk management purposes.

The contract/notional amounts and fair values of derivative financial instruments entered
into by the Group are set out in the following tables. The contract/notional amounts of these
instruments indicate the volume of transactions outstanding at the balance sheet dates and
certain of them provide a basis for comparison with the fair values of instruments recognised
on the balance sheet. However, they do not necessarily indicate the amounts of future cash
flows involved or the current fair values of the instruments and, therefore, do not indicate
the Group’s exposure to credit or market risks. The derivative financial instruments become
favourable (assets) or unfavourable (liabilities) as a result of fluctuations in market interest
rates, foreign exchange rates, commodity prices or equity prices relative to their terms. The
aggregated fair values of derivative financial instruments can fluctuate significantly from
time to time.

(a) Derivative financial instruments

The Group trades derivative products (both exchange-traded and OTC) mainly for
customer business. The Group strictly follows risk management policies and
requirements in providing derivative products to our customers and in trading of
derivative products in the interbank market.

Derivatives are also used to manage the interest rate risk and foreign exchange rate
risk of the banking book. A derivative instrument must be included in the approved
product list before any transactions for that instrument can be made. There are limits to
control the notional amount of exposure arising from derivative transactions, and the
maximum tenor of the deal is set. Every derivative transaction must be input into the
relevant system for settlement, mark-to-market revaluation, reporting and control.
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22. fTAEERIT B EXM 22, Derivative financial instruments and hedge accounting (continued)
o (88)

(a) fTESRBT R (8 (a) Derivative financial instruments (continued)
NEMIA &R EE The following tables summarise the contract/notional amounts and fair values of each
mTEF 12 A 31 H class of derivative financial instrument as at 31 December:
AR ONEDEE Y
HATHA:
2025
&4/ AFE
& U HB Fair values
Contract/
notional idna ki
amounts Assets Liabilities
WhEAT WWEAKX  WBHEAL
HK$’'m HK$’'m HK$’'m
AN AL Foreign exchange rate contracts
RIS i B B Spot, forwards and futures 267,663 14,988 (11,640)
e Swaps 4,079,964 31,663 (25,811)
WAL Options 81,946 346 (236)
4,429,573 46,997 (37,687)
FlZAEY Interest rate contracts
HATE Futures 122,944 18 (7)
B Swaps 4,200,952 13,875 (13,809)
HARL Options 832 . .
4,324,728 13,893 (13,816)
HmE4 Commodity contracts 78,812 4,461 (5,934)
WAL A4 Equity contracts 905 6 2)
8,834,018 65,357 (57,439)

265



@ ¥ B4 brmn)amad

BANK OF CHINA (HONG KONG) LIMITED
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22. fTAEERIT B EXM 22, Derivative financial instruments and hedge accounting (continued)
o (8

(a) MTESB TR (8 (a) Derivative financial instruments (continued)
2024
&Y/ AFE
EBT Fair values
Contract/
notional e ki
amounts Assets Liabilities
WHEGG WWmEAG WhENG
HK$'m HK$'m HK$'m
AMCIEREZ Foreign exchange rate contracts
R4, 3z 40 K 0 o Spot, forwards and futures 283,429 15,027 (11,799)
i Swaps 3,370,083 37,895 (26,707)
L Options 93,749 662 (345)
3,747,261 53,584 (38,851)
FlEEH Interest rate contracts
x Futures 67,250 26 (23)
i Swaps 2,352,193 19,297 (16,832)
HAAL Options 1,284 - -
2,420,727 19,323 (16,855)
[l Commodity contracts 26,517 983 (887)
JBEAL 2 Equity contracts 730 6 (6)
6,195,235 73,896 (56,599)
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22. ATAESR T AKX 22. Derivative financial instruments and hedge accounting (continued)
DD
&7 (88)

(b) X4t (b) Hedge accounting
(i) APAEX M (i) Fair value hedges
A EE A FI A 28 454 The Group uses interest rate swaps to hedge against change in fair value of financial
SERAPORLIEiB PR S assets and liabilities arising from movements in market interest rates. Interest rate risk
518U b vt e K 6 to which the Group applies hedge accounting arises from fixed-rate debt securities and
RATPEAZ S AR senior notes, whose fair value fluctuates when benchmark interest rates change. The
[ 82 A f 2= 1 1 ) Group only designates interest rate risks to the extent of benchmark interest rates as
KNk H E B A% the hedged risks because the changes in fair value of the fixed-rate debt securities
WM R EE, & and senior notes are significantly influenced by the changes in the benchmark interest
SR RFE), Bl rates. Hedge accounting is applied where economic hedging relationships meet the
B A TIN5 hedge accounting criteria.
T BB RS &
R AR B AT AR
14 22 2 B HER
RIFHMIm, AR5
[ R 45 72 ) 2 1 v
) U 2238 23 HEAT
PORC I 23 SRS
R A X2t %
LSS U A A (A
Ao
DU R PR AT g 5 80kt Possible sources of ineffectiveness are as follows:
MIEARL:
B S RN P - Notional and timing differences between the hedged items and hedging
I E 4 S instruments;
IR ] 22 575
- XEHEXNFEHRN - Significant changes in counterparties’ credit risk.
(S8 NE
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Notes to the Financial Statements (continued)

22. fTAEERIT B EXM 22, Derivative financial instruments and hedge accounting (continued)

£t (80

(b) MPp&It (8D

(i) APERF (5D

FEMETT 12 A
31 HUARI R &4
W H B3R 20w T H
(=AW E €I
SR i E

Al
B2/ 4 S0
TR

GIESCEY
CENEDE
135 [ 52 )

(b) Hedge accounting (continued)

(i) Fair value hedges (continued)

The table below summarises the contract/notional amounts and average fixed interest
rate of the hedging instruments as at 31 December by remaining contractual maturity.

2025
—& =

—™AnR =M oA —Z2HEF ZFUE
Up to 1t03 3to12 1to 5 Over Bt
1 month months months years 5 years Total
Hm WM W W W W
BAX HARX BAX HARW HARX HART
HK$m HK$'m HK$m HK$m HK$'m HK$m

Interest rate swaps
Contract/notional amounts 1,074 817 12,344 41,391 13,158 68,784
Average fixed interest rate 3.44% 3.72% 2.84% 3.50% 3.72% N/A
2024
—x =&

—AHAN  =AMHA AN EHE HFEULE
Up to 1t03 3to12 1t05 Over Mt
1 month  months  months years 5 years Total
M W HEm M HE HE
H|HX  HHIX  HAX HHEX  HAX  HAAX
HK$'m HK$'m HK$'m HK$'m HK$'m HK$'m

Interest rate swaps

Contract/notional amounts 350 2,624 17,852 38,099 19,742 78,667
Average fixed interest rate 2.32% 2.99% 3.15% 3.34% 2.95% N/A
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22. TSR T R AKX 22, Derivative financial instruments and hedge accounting (continued)
P
&7 (88)

Notes to the Financial Statements (continued)

(b) XFH&T (88

(b) Hedge accounting (continued)

(i) AFEX (ED

(i) Fair value hedges (continued)

T hxteh T2 A
KEHUT

The amounts relating to items designated as hedging instruments are as follows:

2025
FE AT A RS 1
TR Z
APEES
Change in
&8/ APAE fair value
& X EE Fair values used for
Contract/ recognising
notional B ki hedge
amounts Assets Liabilities ineffectiveness
WwhEAN WHEAL WHEAK WHEAT
HK$’'m HK$’'m HK$’'m HK$’'m

fTEEM T H Derivative financial instruments

S E Interest rate swaps 68,784 1,746 (429) (2,143)

2024
FH AR
TR 2
N PEAEE)
N Change in
8 é”]f ANFAY fair value
EE L] Fair values used for
Contract/ — recognising
notional e ki hedge
amounts Assets Liabilities ineffectiveness
wmEA WmEAxT WmEAT WEME T
HK$'m HK$'m HK$'m HK$'m

A4 T A Derivative financial instruments

)2 4 10 Interest rate swaps 78,667 3,668 (54) (1,036)
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Notes to the Financial Statements (continued)

22. fTAEERIT B EXM 22, Derivative financial instruments and hedge accounting (continued)

£t (80

(b) XFH&T (88

(i) APERF (5D

(b) Hedge accounting (continued)

(i) Fair value hedges (continued)

WXt R I H 2 A 4
R
UEFF T Investment in securities
fR45ES Debt securities
ERAT R 45IE Debt securities and
I3 JATAIE certificates of deposit in
issue
MR Senior notes
IEZF R Investment in securities
RIS Debt securities
CRAT RS IE Debt securities and
I3 JATFFAIE certificates of deposit in
issue
R Senior notes

The amounts relating to hedged items are as follows:

2025
FAKEE R
N 47
Accumulated amount of %gggé
fair value hedge .
T THI B adjustment included in ~ Change in value
Carrying amounts the carrying amounts rec:s:'i'fr?r
isi
B St B it 9 odan
Assets Liabilities Assets Liabilities ineffectiveness
WHEAx WHaAx BHEART BHEAR WHEHAT
HK$’m HK$’'m HK$’'m HK$’'m HK$’'m
68,166 - (1,042) - 1,993
68,166 - (1,042) - 1,993
2024
TR K A 1)
AP o T e
ey FIEATA X
Accumulated amount of jﬁﬁ%ﬁﬁ
fair value hedge UIHE
e T & adjustment included in Change in value
Carrying amounts the carrying amounts recgsr?g,'fr?r
e e isi
g7 i gy 4 Shedos
Assets Liabilities Assets Liabilities ineffectiveness
WMEAIG WMEAG WHEAT WHEAT WEME I
HK$'m HK$'m HK$'m HK$'m HK$'m
74,911 - (4,146) - 990
- - - - (10)
74,91 - (4,146) - 980
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22. ATAESR T AKX 22. Derivative financial instruments and hedge accounting (continued)
DD
&7 (88)

(b) XFH&T (88

(i) APERF (5D

A I TG R 3 dn
.

T

(i) BREFX

i e
T ) 2 4 ) 249 %60
T LA AN T HE
5t 4% HiF 75 B8 41 IE
IR T 7 A B 4
MEAE) . ARERN
57 %5 1E 7 A5 4 KA
IS8 A A PS R
AR M 7 A R L) RE
Ui e )
BEAT X . R0
TR R AT &R b &
&, bt
BRI ASERIfETR
SEXTIPSR AN, HERR
T T AP RM
HEREMr, %
g3 T £ T i 28
RN, JFLAG B
Tl ES 28 e

PUTR JELU B AT fE S
xR

£ 1 78 f 1 2R A
A, LEE
AHEFFAE N
Heox vh i H B
29 5% R R B 56
5 IR
52 o 3 F A5 R
BAE

A BT H
WIR TR 257

Notes to the Financial Statements (continued)

(b) Hedge accounting (continued)

(i) Fair value hedges (continued)

Hedge ineffectiveness recognised is as follows:

2025 2024

WTEATT HHE AT

HK$’m HK$'m

Net trading loss (150) (56)

(ii) Cash flow hedges

The Group uses cross-currency interest rate swaps to hedge against the variability in
cash flows of certain debt securities denominated in foreign currency arising from
foreign exchange rate risk. The Group hedges the variability of cash flows in functional
currency terms from principal and interest settlements of the debt securities arising
from changes in foreign exchange rates. Hedge accounting is applied where
economic hedging relationships meet the hedge accounting criteria. The Group
excludes from the designation the currency basis spread element of the derivatives,
which is recognised in OCI and amortised to profit or loss on a rational basis.

Possible sources of ineffectiveness are as follows:

- Fair value of the hedging instrument on the hedge relationship designation date

is non-zero;

- Changes in the contractual terms or timing of the interests of the hedged item;

- Changes in counterparties’ credit risk;

- Difference in method of calculation of coupon payment date.
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Notes to the Financial Statements (continued)

22. fTAEERIT B EXM 22, Derivative financial instruments and hedge accounting (continued)

£t (80

(b) MPp&It (8D

(i) MEHXIF (8

FRBA T T 12 H
31 HUHF R &5
W H 7R 2 %8 v T
Hm&4 /8 X8
B, TR R A
SFERCE

B2 X B2 A R 45 )

B/ 4L
FHREER%
FIILE R/
P

BT ES

CENEDE

1349 [ 52 )

SFHCE (HE /
WD

(b) Hedge accounting (continued)

(ii) Cash flow hedges (continued)

The table below summarises the contract/notional amounts, average fixed interest
rate and average exchange rate of the hedging instruments as at 31 December by

remaining contractual maturity.

2025
—Z =
—™AnR =M oA —Z2HEF ZFUE
Up to 1t03 3to12 1to 5 Over Bt
1 month months months years 5 years Total
Hm i WM W W W
BAX HARX BAX HARW HARX HART
HK$m HK$m HK$m HK$m HK$m HK$m
Cross-currency interest rate
swaps
Contract/notional amounts 1,482 8,638 20,228 8,442 - 38,790
Average fixed interest rate 3.40% 3.33% 2.39% 2.21% - N/A
Average exchange rate of
Japanese Yen/Hong Kong
dollar 0.0507  0.0517  0.0529  0.0509 - N/A
2024
—% =&
—MAN =ANA SR —ERES AFULE
Up to 1t03 3to12 1t05 Over Mt
1 month  months  months years 5 years Total
M W HEm M HE HE
H\HX  HHIX  HAX HHEX  HAX  HAAX
HK$'m HK$'m HK$'m HK$'m HK$'m HK$'m
Cross-currency interest rate
swaps
Contract/notional amounts - - - - - -
Average fixed interest rate - - - - - N/A
Average exchange rate of
Japanese Yen/Hong Kong
dollar - - - - - N/A
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Notes to the Financial Statements (continued)

22. fTAEERIT B EXM 22, Derivative financial instruments and hedge accounting (continued)

£t (80

(b) XFH&T (88

(i) BEHA M (8

S kb oh R Z AR

KEHUT

firEem TR
2 X TR f )

frEem TR
B2 X B2 T R 444

(b) Hedge accounting (continued)

(ii) Cash flow hedges (continued)

The amounts relating to items designated as hedging instruments are as follows:

Derivative financial instruments
Cross-currency interest rate
swaps

Derivative financial instruments
Cross-currency interest rate
swaps
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2025
FHUAB AT P
TREDZ
APEES
Change in
&8/ APAE fair value
& X EE Fair values used for
Contract/ recognising
notional B ki hedge
amounts Assets Liabilities ineffectiveness
WMEAT WTEAT WHEAT WMEAT
HK$’'m HK$’'m HK$’'m HK$’'m
38,790 2,501 - 2,606
2024
FH CABF AR
TRy 2
ATFAEAL )
o Change in
e N fair value
EE L] Fair values used for
Contract/ recognising
notional e ki hedge
amounts Assets Liabilities ineffectiveness
wmAAT #EmEAT BmEAT wmEAT
HK$'m HK$'m HK$'m HK$'m
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Notes to the Financial Statements (continued)

22. fTAEERIT B EXM 22, Derivative financial instruments and hedge accounting (continued)

£t (80

(b) XFH&T (88

(i) MEHXIF (8

Weoxs wh I H 2 41 2%

(b) Hedge accounting (continued)

(ii) Cash flow hedges (continued)

The amounts relating to hedged items are as follows:

T/
2025
FA DAt e PR R S B
%mw_z BLEWRA e &
rE23) B R AR
Change in Balances remaining in the cash
value used for flow hedge reserve from
recognising  BLEFX WA hedging relationships for
hedge Cash flow hedge which hedge accounting is no
ineffectiveness reserve longer applied
WHEATT WHEATT WHEATT
HK$’'m HK$’'m HK$’'m
WES A% % Investment in securities
4 UESF Debt securities (2,606) 110 -
2024
FICLART AL F R
%ﬁﬂﬁ; BT il %
i) [0 b P A
Change in Balances remaining in the cash
value used for flow hedge reserve from
recognising  IL& TN Mg % hedging relationships for
hedge Cash flow hedge which hedge accounting is no
ineffectiveness reserve longer applied
whE T whE T whE T
HK$'m HK$'m HK$'m
HEFF R E Investment in securities
&S Debt securities - - _
% b TE B0 4y Hedge ineffectiveness recognised is as follows:
LU
2025 2024
WHEAT wmhmE AT
HK$’'m HK$'m

A o W a

Net trading gain
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22. TSR T R AKX 22, Derivative financial instruments and hedge accounting (continued)
P
&7 (88)

(b) MLt (8D (b) Hedge accounting (continued)
(i) &R (8 (ii) Cash flow hedges (continued)
TE AR 0 K B I Ath 4 Reconciliation of equity and analysis of other comprehensive income:
THIWAC 2 43 #7 -
2025 2024
WHEHAT HEME LT
HK$’'m HK$'m
T1H1H At 1 January - -
AL Fair value gains 2,603 -
LT % 0 B 4 Fair value gains reclassified from the cash
WX i A ELHT flow hedge reserve to the income
KEWHRZ AF statement in respect of:
(Ll &N
- RS AR A5 2 % - hedged items that has affected profit or
HITH loss (2,518) -
HH SRR IR 5 ) Related tax impact (14) -
FT12H31H At 31 December 71 -
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Notes to the Financial Statements (continued)

23. Advances and other accounts

2025 2024
WHEAT Ve ANED b
HK$’'m HK$'m
INGE Personal loans and advances 623,281 600,944
NGNS 4 Corporate loans and advances 1,094,916 1,079,326
HEER Advances to customers 1,718,197 1,680,270
W AR Less: Impairment allowances
N - Stage 1 (4,014) (5,457)
- BB - Stage 2 (7,081) (1,551)
- EEWE - Stage 3 (7,653) (7,950)
1,699,449 1,665,312
R o Trade bills 3,157 2,154
T A Less: Impairment allowances
- BB - Stage 1 1) (1)
- BIPE - Stage 2 - -
- HEHE - Stage 3 - -
3,156 2,153
ARAT Jr HoAth W LA ek Advances to banks and other financial
institutions 4,985 2,222
W A HEE Less: Impairment allowances
- FbrE - Stage 1 (9) (4)
- BB - Stage 2 - -
- BB - Stage 3 - .
4,976 2,218
1,707,581 1,669,683

T 2025412 H31H, %
R A R R T
51.12 1275 (2024 4£:
55.25 12,70

F 2025412 H 31 H, U
A AE A T N AR 4 T
W 2 B 5k ) 3 2 R A F
(ER AT N F Py &9
oAt 153590 A T 52.78
{276 (2024 4 #iT 21.63
fe7e) KM 0.23 {27t
(2024 fF: M 8.09 {2
T

F 2025412 A 31 H, LA
O AE AR A N e At A T
YA i 2 B B A K T
IRAEHE S T 0.12 12T
(2024 4 #111 0.06 12.78)
BT F A 2T A

As at 31 December 2025, advances to customers included accrued interest of HK$5,112

million (2024: HK$5,525 million).

As at 31 December 2025, advances and other accounts at fair value through other

comprehensive income and mandatorily classified at fair value through profit or loss
amounted to HK$5,278 million (2024: HK$2,163 million) and HK$23 million (2024: HK$809

million) respectively.

As at 31 December 2025, impairment allowance of advances and other accounts at fair value
through other comprehensive income amounted to HK$12 million (2024: HK$6 million) and

was credited to other comprehensive income.
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24. EHEE

WL A A S e
W2 2 S

- Pk

- R

- HA SR

- A iESR

DA AT Z B SR 805
- FAE
- HAfI5ESR

W YR
- M
B 1=
- EERE

24. Investment in securities

Investment in securities at fair value through other
comprehensive income

- Treasury bills
- Certificates of deposit
- Other debt securities

- Equity securities

Investment in securities at amortised cost
- Treasury bills
- Certificates of deposit
- Other debt securities

Less: Impairment allowances
- Stage 1
- Stage 2
- Stage 3

277

Notes to the Financial Statements (continued)

2025 2024
WHEAT WMHE
HK$’'m HK$'m
515,734 474,367
71,143 42,943
631,173 488,425
1,218,050 1,005,735
3,905 3,565
1,221,955 1,009,300
8,572 58
137 122
151,901 175,060
160,610 175,240
(54) (49)
160,556 175,191
1,382,511 1,184,491
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MEMFME (82)  Notes to the Financial Statements (continued)

24, ESEHE (8 24. Investment in securities (continued)
EZR R BE 4% BTz 4338 Investment in securities is analysed by place of listing as follows:
L/
2025 2024
WMEAT HEME G
HK$’'m HK$'m
DL PR AR AT N A 4> T Investment in securities at fair value through other
W28 2 AEF A comprehensive income
it % UE 55 B A7 AIE Debt securities and certificates of deposit
- FHEBLET - Listed in Hong Kong 90,605 75,320
- FHEBUS BT - Listed outside Hong Kong 311,316 186,455
- e bl - Unlisted 816,129 743,960
1,218,050 1,005,735
JBE A iE 55 Equity securities
- FHEBUS BT - Listed outside Hong Kong 162 -
- kbl - Unlisted 3,743 3,565
3,905 3,565
1,221,955 1,009,300
DA AR AR T B 2 UE I3 48 % Investment in securities at amortised cost
B S5 E SR RAT AR UE Debt securities and certificates of deposit
- THEBLET - Listed in Hong Kong 14,978 14,986
- FHEBUS T - Listed outside Hong Kong 99,261 108,744
- ekl - Unlisted 46,317 51,461
160,556 175,191
1,382,511 1,184,491
DAFER AR T 2 ERTIESR Market value of listed securities at amortised cost
A 115,205 121,826
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Notes to the Financial Statements (continued)

24. Investment in securities (continued)

U AR AT
SyRUTE

Investment in securities is analysed by type of issuer as follows:

2025 2024
WHEAT WME T
HK$’'m HK$'m
BT SR Sovereigns 759,983 679,201
NE AL Public sector entities 213,646 142,842
HRAT B A SR L4 Banks and other financial institutions 348,560 303,697
YNGR 4 Corporate entities 60,322 58,751
1,382,511 1,184,491

UEFR 5 88 2 AR B IR R The movements in investment in securities are summarised as follows:

2025

CALAPEZR

AN b4k

At fair value
through other  DAERRAIIE
comprehensive At amortised
income cost
WHEAT WHEAT
HK$’'m HK$'m
F2025%1H1H At 1 January 2025 1,009,300 175,191
HE Additions 2,412,643 45,843
U N 4 EDS &SI Disposals, redemptions and maturity (2,218,457) (62,754)
B2 Amortisation 1,689 555

AR /A PR X R Change in fair value/fair value hedge adjustment

248k 6,372 345
TRABL T #1 HR 76 Net charge of impairment allowances - (5)
I, ZE Exchange difference 10,408 1,381
F 2025412 A 31 H At 31 December 2025 1,221,955 160,556
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24, IEHHHE (88) 24. Investment in securities (continued)
2024
PAAPEAA T
N FAt AT 28
At fair value
through other  DAFEAR AR T8
comprehensive At amortised
income cost
HHE LT HHE LT
HK$'m HK$'m
T 20241 71H At 1 January 2024 716,281 205,501
WE Additions 1,508,363 45,407
AR T8 IE] B B Disposals, redemptions and maturity (1,201,389) (73,287)
P Amortisation 2,496 (155)
AR /A TR X e Change in fair value/fair value hedge adjustment
Z 4k 1,192 24
TRAR E 2 1 4R 2% Net charge of impairment allowances - (3)
ICSER Exchange difference (17,643) (2,296)
F 2024412 A 31 H At 31 December 2024 1,009,300 175,191

AL LR MR R % The Group has designated certain equity securities as equity securities at fair value through

LR A3 B A IR 25 3 4 DA other comprehensive income. The fair value through other comprehensive income designation
O3 PR AR AT N At A T U was made because these are held for strategic investments. Investments include
AR . AR B subordinated Additional Tier 1 securities and unlisted equity shares.

—ZRES IR BT

A T4 A R H A The Group did not derecognise equity securities at fair value through other comprehensive
PLASPAE AR N S Ah A TH income during the year (2024: The Group derecognised certain equity securities at fair value
W3 2 M IE S (2024 4 through other comprehensive income with fair value of HK$389 million. The derecognition was
BT EPPAEREAS LR made because of portfolio rebalancing and the redemption by issuer).

PN RS, AR &R

Bl T LA FEAR A

oA 4 TH R B 2 B IE R

HAPE T 3.891270)-
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25. BFE AT R AEFEAAI
&t

FT1A1H
J¥i Ik
82 o5 A

T12H31H

AP ZBE AT Ma B A

Notes to the Financial Statements (continued)

25. Interests in associates and joint ventures

2025 2024

WHEAT wmhmE AT

HK$’'m HK$'m

At 1 January 158 169
Share of results 12 1
Share of tax - (12)
At 31 December 170 158

The particulars of the Group’s associates and joint ventures, all of which are unlisted, are as

W AR B AT, R follows:
T
M B R
Place of
&F incorporation BERATEA FERE FEWE
Name and operation Issued share capital Interest held Principal activities
ARG RN S5 A PR A T L B 45% (EliR =) & 5%
BOC Services Beijing, China 50,000,000 A\ [X T Credit card back-end
Company Limited Registered capital service support
RMB50,000,000
ARG A R A ] I E A 10,025,200 # 7t 19.96% BB AR S Bt
Joint Electronic Teller | Hong Kong, China HK$10,025,200 FRAT FA AR RS X 2%
Services Limited Operation of a private
inter-bank message
switching network in
respect of ATM services

IR A o Al
Mh Bl £ I 38000 AN S A B

KEC o

None of the above associates and joint ventures is considered individually or in aggregate
material to the Group.
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Notes to the Financial Statements (continued)

Feo b DK H2 AL L)
AR Hr 4 F -

TER A
KIRLZ) GBI 50 47D
FHHIRLY (10 2% 50 )

EFHLIMNEH
HIFLL) (10 4E % 50 4F)
FLLZY (T 10 )

T+ 2025412 7 31 H, 7%l
TR AGRAZEEY
b, TR SRV
i MEIATH R A F T
2025 F 12 J] 31 HRAAF
1B D9 2 HE i 24T 2 &l A
B, AERAETESRH
FEA TR FP RS A O T 1)
Wins5& 0 &GS — Uik
g7/ N AN EE kg i

26. YL 26. Investment properties

2025 2024
WHHEAT W E T
HK$’'m HK$'m
T1H1H At 1 January 14,569 15,329
HME Additions 145 118
' Disposals - (1)
ANPETH (14 Fair value losses (Note 14) (1,663) (1,540)

FH5r R BV S K Reclassification from properties, plant and equipment
W (I 27) (Note 27) 5 663
F12H31H At 31 December 13,056 14,569

The carrying value of investment properties is analysed based on the remaining terms of the
leases as follows:

2025 2024
WHE BHE I
HK$’'m HK$'m
Held in Hong Kong

On long-term lease (over 50 years) 4,693 4,815
On medium-term lease (10 to 50 years) 8,038 9,471

Held outside Hong Kong
On medium-term lease (10 to 50 years) 287 232
On short-term lease (less than 10 years) 38 51
13,056 14,569

As at 31 December 2025, investment properties were included in the balance sheet at
valuation carried out at 31 December 2025 on the basis of their fair value by an independent
firm of chartered surveyors, Knight Frank Petty Limited. The fair value represents the price
that would be received to sell each investment property in an orderly transaction with market
participants at the measurement date.
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W& REHE (82)  Notes to the Financial Statements (continued)
27. Yk, B4 K& 27. Properties, plant and equipment

W& B
REE
Equipment, 1 FH LB =

)T fixtures and Right-of-use Bt
Premises fittings assets” Total
WHETAT WMHAT WHEHAT WHEHAT
HK$’'m HK$’'m HK$’'m HK$’'m
F 202541 H1H Net book value at
2 KTHNEHE 1 January 2025 35,380 886 1,381 37,647
E Additions 155 531 665 1,351
WhE Disposals - (4) - (4)
A Revaluation (3,844) - - (3,844)
EREHTIR Depreciation for the
year (1,062) (355) (496) (1,913)
ER s iRt gy 4 Reclassification to
(P 26) investment
properties (Note 26) (5) - - (5)
IS ZE Exchange difference 5 3 5 13
F 2025412 A 31 H Net book value at
Z KT A 31 December 2025 30,629 1,061 1,555 33,245
F 20254412 A4 31 H At 31 December 2025
FAAE BN A Cost or valuation 30,629 6,816 3,548 40,993
ZAHTIH A Accumulated
depreciation and
impairment - (5,755) (1,993) (7,748)
F 2025412 A 31 H Net book value at
Z K TH EE 31 December 2025 30,629 1,061 1,555 33,245
IR B A B The analysis of cost or valuation of the above assets is as follows:
AT
TF 2025412 A 31 H At 31 December 2025
A At cost - 6,816 3,548 10,364
T At valuation 30,629 - - 30,629
30,629 6,816 3,548 40,993
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Notes to the Financial Statements (continued)

27. Properties, plant and equipment (continued)

(88
W% [ B
Je s
Equipment, i AL 7=*
e fixtures and Right-of-use Mt
Premises fittings assets* Total
WM E T A TREWA WwHE AT WwHE AT
HK$'m HK$'m HK$'m HK$'m
F2024%1H1H Net book value at
Z M TEHE 1 January 2024 39,001 1,028 1,197 41,226
HME Additions 1,045 237 733 2,015
B Disposals (6) (3) (24) (33)
Ak Revaluation (2,836) - - (2,836)
EEHTIH Depreciation for the
year (1,162) (374) (522) (2,058)
EIG et et e/ 4 Reclassification to
(P 26) investment
properties (Note 26) (663) - - (663)
LR Exchange difference 1 (2) (3) 4)
T 2024412 A 31 H Net book value at
P QapE (A 31 December 2024 35,380 886 1,381 37,647
F 2024412 A 31H At 31 December 2024
FRAAE B A Cost or valuation 35,380 6,465 3,114 44,959
ST IH K sdE Accumulated
depreciation and
impairment - (5,579) (1,733) (7,312)
T 2024 412 A 31 H Net book value at
ZKTHNEHE 31 December 2024 35,380 886 1,381 37,647
IR 2 ARME B The analysis of cost or valuation of the above assets is as follows:
fhE T
T 202412 A 31 H At 31 December 2024
e RAME At cost - 6,465 3,114 9,579
Al A At valuation 35,380 - - 35,380
35,380 6,465 3,114 44,959

* ASEEE FIALE ™ 25 )
N80 EPR

*
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BANK OF CHINA (HONG KONG) LIMITED

Notes to the Financial Statements (continued)

27. Properties, plant and equipment (continued)

The carrying value of premises is analysed based on the remaining terms of the leases as

follows:

2025 2024
BHEAT EME I
HK$’'m HK$'m
Held in Hong Kong

On long-term lease (over 50 years) 8,336 10,150
On medium-term lease (10 to 50 years) 22,090 24,947

Held outside Hong Kong
On long-term lease (over 50 years) 56 51
On medium-term lease (10 to 50 years) 17 201
On short-term lease (less than 10 years) 30 31
30,629 35,380

As at 31 December 2025, premises were included in the balance sheet at valuation carried
out at 31 December 2025 on the basis of their fair value by an independent firm of chartered
surveyors, Knight Frank Petty Limited. The fair value represents the price that would be
received to sell each premise in an orderly transaction with market participants at the

measurement date.

As a result of the above-mentioned revaluations, changes in value of the premises were

recognised as follows:

2025 2024
WHHEAT HERHE AT
HK$’m HK$'m

Decrease in valuation charged to income
statement (Note 15) (345) (311)

Decrease in valuation charged to other

comprehensive income (3,499) (2,525)
(3,844) (2,836)

As at 31 December 2025, the net book value of premises that would have been included in
the Group’s balance sheet had the premises been carried at cost less accumulated
depreciation and impairment losses was HK$9,193 million (2024: HK$9,294 million).
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BUR S GIE B 2 A7k
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Notes to the Financial Statements (continued)
28. Other assets

2025 2024
WMEHAT NENTEp b
HK$’m HK$'m
Precious metals 28,594 15,176
Intangible assets 2,444 2,431
Accounts receivable, prepayments and others
59,513 54,162
90,551 71,769
The movements in intangible assets are summarised as follows:
2025 2024
WhEAT whE AT
HK$’m HK$'m
Net book value at 1 January 2,431 2,291
Additions 808 889
Disposals (21) -
Amortisation for the year (774) (749)
Net book value at 31 December 2,444 2,431
At 31 December
Cost 8,369 7,585
Accumulated amortisation and impairment (5,925) (5,154)
Net book value at 31 December 2,444 2,431

29. Hong Kong SAR currency notes in circulation

The Hong Kong SAR currency notes in circulation are secured by deposit of funds in respect
of which the Hong Kong SAR Government certificates of indebtedness are held.
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W& REHE (82)  Notes to the Financial Statements (continued)

30. IAFER/LIEA  30. Financial liabilities at fair value through profit or loss
W2 SRR

2025 2024
WHEAT HmE AT
HK$’m HK$'m
2 oM fu Trading liabilities
- UEHEEA - Short positions in securities 88,235 62,203
FENUNATHE TN Financial liabilities designated at fair value
5 2 S f through profit or loss
- [P - Repurchase agreements 4,388 5,807
- SRR - Structured deposits (Note 31)
CPfHE 31D 6,961 10,811
11,349 16,618
99,584 78,821
F 2025 412 A 31 HX As at 31 December 2025 and 2024, the difference between the carrying amount of financial
2024 412 A 31 H, it liabilities designated at fair value through profit or loss and the amount that the Group would
LA PAR AR A T N 3 be contractually required to pay at maturity to the holders was not significant.
A Rl A K T A S AR
L H T 3HH 2958 AT
R N &8 2% 57 A
HAK.
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31.

32.

C-IREEE

TR it 88 S HAh ATk
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FINUAATHEAZL T
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B3 A
N

- A

il B AT
|

- A

SEHA A R RN A K
- A

- A

ERATRHF LS
B AR

DL A A
- AEHKIE
- ARTfH%0
- AR50

(i)  T20244E11H, hiRFEHE

(i)

RAT T 501 N T 5%,
FIRAFAE LA —, EF
2%, T20264FEF|H.

T20254E6 1, hHEI#EK
1T r50fL AR iz, A
BEHEAT K, SRR
1.79%, T20284-FH.

Notes to the Financial Statements (continued)

31. Deposits from customers

32.

Current, savings and other deposit accounts
(per balance sheet)

Structured deposits reported as financial
liabilities at fair value through profit or loss
(Note 30)

Analysed by:

Demand deposits and current accounts
- Corporate
- Personal

Savings deposits
- Corporate
- Personal

Time, call and notice deposits
- Corporate
- Personal

Debt securities and certificates of deposit in issue

At amortised cost
- Certificates of deposit
- Renminbi bonds®
- Renminbi bonds®

2025 2024
WHEAT HEME /it
HK$’'m HK$'m
2,946,201 2,722,196
6,961 10,811
2,953,162 2,733,007
206,307 161,088
96,332 74,101
302,639 235,189
708,505 550,607
570,560 483,593
1,279,065 1,034,200
741,381 792,950
630,077 670,668
1,371,458 1,463,618
2,953,162 2,733,007
2025 2024
WHEAT WwHE G
HK$’'m HK$'m
56 -

5,577 5,296
5,618 -
11,251 5,296

(i)  In November 2024, BOCHK issued RMBS5 billion bonds, interest rate at 2% per annum payable

annually, due in 2026.

(i)  InJune 2025, BOCHK issued RMBS5 billion bonds, interest rate at 1.79% per annum payable annually,

due in 2028.
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W& REHE (82)  Notes to the Financial Statements (continued)

33. AN K &

33. Other accounts and provisions

2025 2024
BHEAT VA REWA I
HK$’m HK$'m
HoAh SLAT IR I 2 1 % Other accounts payable and provisions 124,389 171,223
5% 55t Lease liabilities 1,539 1,359
GEA A W S AR AR A TR Impairment allowances on loan commitments
PRV % and financial guarantee contracts
- BB - Stage 1 248 232
- BT - Stage 2 39 97
- BEBE - Stage 3 43 21
126,258 172,932
34. BIEBITH 34. Deferred taxation
166 2 B T AR A A s = 1 Deferred tax is recognised in respect of the temporary differences arising between the tax
HEMEE12°5 TRTfe st i bases of assets and liabilities and their carrying amounts in the financial statements and
B, R B U B S kA unused tax credits in accordance with HKAS 12 “Income Taxes”.
55 FLAE IV 55 4 P4 DK THI A
W3 2 I 22 2 R R A
FAFE T SRR -
TP AR R N 2 3 I R I The major components of deferred tax (assets)/liabilities recorded in the balance sheet, and
(B [ iEEAE, the movements during the year are as follows:
PLR HAE BN 2 AR 3l
T
2025
TEESTIH
GBI
Accelerated v E AL W
tax Property F#  Impairment Hith Bt
depreciation revaluation Losses _ allowances Others Total
WhmEAX  WWEAT  BhEAX  WBTEAT  BTBEAx  BHEAT
HK$’m HK$’m HK$’m HK$’m HK$’'m HK$’'m
T202541 1 H At1 January 2025 862 5,110 (81) (1,262) (1,144) 3,485
ffd /(B8 . Charged/(credited) to
R (P 16) income statement
(Note 16) 22 (93) 62 (647) (22) (678)
(58 /it (Credited)/charged to
b A= TR 2 other
comprehensive
income - (655) - - 827 172
NAE LA T2 Release upon
ATk N oAt 4 T disposal of equity
Wi a2 A TR instruments at fair
R value through other
comprehensive
income - - - - - -
5L 2 Exchange difference - - - (1) (6) (7)
T 2025 412 H 31 At 31 December
& 2025 884 4,362 (19) (1,910) (345) 2,972
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34. BIEBLR (4
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34. Deferred taxation (continued)

Notes to the Financial Statements (continued)

H

2024
hsdg T IH
Ga i
Accelerated Yl Al TRAEER
tax Property g Impairment HoAth Bt
depreciation revaluation Losses allowances Others Total
wmEAGG WwmAEAT WA mAA WA AT HEMHETT
HK$'m HK$'m HK$'m HK$'m HK$'m HK$'m
At 1 January 2024 855 5,816 (18) (1,018) (1,315) 4,320
Charged/(credited) to
income statement
(Note 16) 7 (191) (63) (251) (49) (547)
(Credited)/charged to
other
comprehensive
income - (515) - - 213 (302)
Release upon
disposal of equity
instruments at fair
value through other
comprehensive
income - - - - 7 7
Exchange difference - - - 7 - 7
At 31 December
2024 862 5,110 (81) (1,262) (1,144) 3,485

AV A R DA
T B8 5 B B R
B T 3 SE A TG S [ —
BRI ATHEAN E A
T JE B IR 5 3 5 0
DRI AR T AIAE B
RN AR Z @, Bt
NIE K8 -

SRR I
B HERL I £

IEFLILE ™ (G
AJaWED

HIEF I G
RIE3ADH

=
S
>

=
S
>

2025 /£ 12 H 31 H,
AR P R T WA 3o SE B T 5%
PR TN 3.90
1256 (2024 4= To). 1518
AFEZ / X R AT
B, AEBHEREHL
TEBIIIIR -

Deferred tax assets and liabilities are offset on an individual entity basis when there is a
legal right to set off current tax assets against current tax liabilities and when the deferred
taxation relates to the same authority. The following amounts, determined after appropriate
offsetting, are shown in the balance sheet:

Deferred tax assets
Deferred tax liabilities

Deferred tax assets to be recovered after more than

twelve months

Deferred tax liabilities to be settled after more than

twelve months

2025 2024
WHEAT HEMHE Tt
HK$’m HK$'m
(204) (358)

3,176 3,843
2,972 3,485

2025 2024
WHET WwHE AT
HK$’'m HK$'m
(147) (256)

3,411 4,837
3,264 4,581

As at 31 December 2025, the Group has not recognised deferred tax assets in respect of

tax losses amounting to HK$390 million (2024: Nil). All of the amount for the Group has no

expiry date under the current tax legislation in different countries/regions.

290



®

¥ 5 4 L5 (F m) A RAT

BANK OF CHINA (HONG KONG) LIMITED

i % RRIHE (B
35. JEfEdnfit

36.

JEEDEE, DR AT =
285 {Z N0
75 L N T
75 {2 N R
170 L AR ™
73 AR TV
285 {Z N

NFFE LAC kB FEHZ W
R T BB E , AR
T 2025 4R HTIE K
285 L AR ZARB AL
TS TR FAH, b
[ ERAT 1) PR AT MR A 285
fE R MRS TR

() FUEARESLA—K, R
2.1%, ©T20254 2 iiE
e

(i) REEESAT— K, FRHE
2.19%, T20284FH, wT

(i) FEAFE AT K, FFIE
2.13%, T-20284F|41, AT
JEFERTIE K o

(iv) FIEEIAT—IK, FHE
2.28%, T-20304EF41, AT
AR AR -

(v) FIEEESAT—K, FRHE
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Notes to the Financial Statements (continued)
35. Subordinated liabilities

2025 2024
WHEAT HME AT
HK$’'m HK$'m

Subordinated loans, at amortised cost
RMB28.5 billion® - 30,282
RMB?7.5 billion® 8,380 7,965
RMB?7.5 billion® 8,379 7,959
RMB17.0 billion™ 18,981 18,037
RMB?7.3 billion™ 8,149 7,739
RMB28.5 billion™ 31,868 -
75,757 71,982

In compliance with the applicable internal loss-absorbing capacity requirements under LAC
rules, BOCHK early repaid RMB28.5 billion non-capital loss-absorbing capacity debt
instrument in 2025. On the same day, BOC has granted RMB28.5 billion this instrument to
BOCHK.

(i) Interest rate at 2.11% per annum payable annually, early repaid in 2025.

(i) Interest rate at 2.19% per annum payable annually, due in 2028 with early repayment option.

(iii) Interest rate at 2.13% per annum payable annually, due in 2028 with early repayment option.

(iv) Interest rate at 2.28% per annum payable annually, due in 2030 with early repayment option.

(v) Interest rate at 2.10% per annum payable annually, due in 2030 with early repayment option.

(vi) Interest rate at 2.13% per annum payable annually, due in 2031 with early repayment option.

36. Share capital

2025 2024
WEHEAT WEMH T
HK$’'m HK$'m
Issued and fully paid:
43,042,840,858 ordinary shares 43,043 43,043
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37. ZEINELHEFEME  37. Notes to consolidated cash flow statement

(a) 2EEHH SRBMELE

REZ R /|/A
X

LB A

118 B

VAR T 5 19K 75

HrELIRAL 1 % [ 4%
Sz SER (JOBR
AT I 3R

PLA 0T it 4 215
A7)

FLGE St 2 RS

JE RS 2 AE

ERIMH T 3MAZ
TEARAT B HoAth £ bl
W2 25 4% B s A7 I
ZAEH)
PAASAEARAG T A7 28
Z R R 2 A E)

FTA 4Rl T B2 455

YRR oA K 10 2 A5 7
%5t 2 )

HoAh 77 2 A5 5

HRAT R oAt AR 2
PR R R 2 A
PAA AR N A5
Z e R 2 A5

HPAFRZ AR

TR AT R 5L 55 B ATk
iE 2 23]

A U 15 e 4 2 2B )

W ZARE) 2 500

BETEENREZ (R
H /WA

taxation

Operating profit

Depreciation and amortisation

Net charge of impairment allowances

Unwind of discount on impairment allowances
Advances written off net of recoveries

Net movements in cash flow hedge reserve

Interest expense on lease liabilities

Change in subordinated liabilities

Change in balances and placements with banks
and other financial institutions with original
maturity over three months

Change in financial assets at fair value through
profit or loss

Change in derivative financial instruments

Change in advances and other accounts

Change in investment in securities

Change in other assets

Change in deposits and balances from banks
and other financial institutions

Change in financial liabilities at fair value
through profit or loss

Change in deposits from customers

Change in debt securities and certificates of
deposit in issue

Change in other accounts and provisions

Effect of changes in exchange rates

Operating cash (outflow)/inflow before taxation
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Notes to the Financial Statements (continued)

(a) Reconciliation of operating profit to operating cash (outflow)/inflow before

2025 2024
WHEAT WM E
HK$'m HK$'m
51,075 48,872
2,651 2,777
8,303 5,071
(75) (162)
(4,647) (4,550)
85 -

48 43
5,397 470
(47,959) (56,127)
(25,789) (33,550)
9,379 (4,557)
(41,693) 26,761
(206,598) (246,788)
(18,632) (26,070)
(2,337) (22,363)
20,763 12,618
224,005 216,444
5,955 3,297
(46,828) 77,771
(13,749) 13,956
(80,646) 13,913
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WMEREHIE (82)  Notes to the Financial Statements (continued)
37. L5 DEMERMIE  37. Notes to consolidated cash flow statement (continued)

(88)
(b) BEBINVE =AM (b) Reconciliation of liabilities arising from financing activities
pup3
2025 2024
WHEAT HEME LT
HK$’m HK$'m
JE 15 5 Subordinated liabilities
F1H1H At 1 January 71,982 75,323
WA Cash flows:
W [ 5 £ Fr A BT AF Payment for redemption of subordinated
Ee] liabilities (31,746) (73,045)
XAV G SR R Interest paid for subordinated liabilities (1,622) (2,535)
S B A5 T A5 2K Proceeds from subordinated liabilities 31,746 71,769
ISR FIF Non-cash changes:
I SLZER Exchange difference 3,802 (1,977)
HAh A=) Other changes 1,595 2,447
FT12H31H At 31 December 75,757 71,982
2025 2024
WMEAT W E T
HK$’'m HK$’'m
A5E 515 Lease liabilities
F1HA1H At 1 January 1,359 1,178
& Cash flows:
SR fiu i Payment of lease liabilities (533) (570)
PR F) Non-cash changes:
B Additions 665 732
hE Disposal - (24)
HAhAZ ) Other changes 48 43
T12H31H At 31 December 1,539 1,359
(c) BE&ERERPEMA (c) Analysis of the balances of cash and cash equivalents
G
2025 2024
WHEAT WM E TG
HK$’'m HK$'m
FEA L4 B B H A Cash and balances and placements with
3 MHWNZIERAT K banks and other financial institutions with
HAh Sy z g4 original maturity within three months
B BIAE TR 399,497 491,190
FREMHEE 3 MANZ Treasury bills, certificates of deposit and other
PEFF S AFFRUE B A debt instruments with original maturity within
fii %5 TR three months
- DIAPEBTEA - financial assets at fair value through profit or
Widi 2 SR BT loss 33,917 29,840
- R - investment in securities 112,330 126,739
545,744 647,769
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WMEREHIE (82)  Notes to the Financial Statements (continued)

38. EARM R M A& 38. Contingent liabilities and commitments
BRI i AR T S IR The following is a summary of the contractual amounts of each significant class of
RAKXRBHEZ EER contingent liability and commitment and the aggregate credit risk-weighted amount and is
R IR R T g prepared with reference to the completion instructions for the HKMA return of capital
N4 R 6 A R IR R R adequacy ratio. In response to the HKMA revision of the relevant completion instructions,
fEHEIT, IHET 2025 4F which took effect from 1 January 2025, the following analysis at 31 December 2025 is
1 A1 B4, LT 2025 prepared with reference to the revised completion instructions:

FE12 31 Hzath 2
LA HIR R T 2 1

FL AR T L R 2 A B
WL AT T RIS 0 A K

MR R
2025 2024
BHEAT Ve AREWA VI
HK$’m HK$'m
HEE R ERIE Direct credit substitutes 3,130 1,104
55 R BER f it Transaction-related contingencies 32,110 35,614
5RO R BIR Mt Trade-related contingencies 14,343 12,609
UNGGE Fntbaliop W Jis Commitments that are unconditionally cancellable
T 2 A without prior notice 630,585 626,996
HAhAE, JFEHIH A Other commitments with an original maturity of
-1 FELLE - up to one year 22,252 16,093
-1 E - over one year 160,753 163,502
HAth Others 2,218 -
865,391 855,918
IE SN E Credit risk-weighted amount 72,479 75,130
15 HF IRV 0 A 2030 2 i 4 The credit risk-weighted amount is calculated in accordance with the Banking (Capital) Rules.
CHRATIE CBEA) B The amount is dependent upon the status of the counterparty and the maturity characteristics
o WEBHGR T2E 5 0 F of each type of contract.
ZAE LK B A A R
etk
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WHEIMEBHIE (482) Notes to the Financial Statements (continued)

39. Bz 39. Capital commitments
ARERA T EREH IR The Group has the following outstanding capital commitments not provided for in the financial
/L AR EHUW R statements:
2025 2024
WhEAT BhEHAT
HK$’m HK$'m
O e S 22 BRI % Authorised and contracted for but not provided for 795 446
O HEE R 252 Authorised but not contracted for 154 132
949 578
DA b B A AR AH R 40 The above capital commitments mainly relate to commitments to purchase computer equipment
T N 2 R s A B A and software, and to renovate the Group’s premises.
DAK AR H 2 4615 T
FRZ KA,
40. £EMFAE 40. Operating lease commitments
ERHFEA As lessor
FRABE AT 08 T The Group has contracted with tenants for the following future minimum lease receivables under
a4, FIPARER S non-cancellable operating leases:
BT B LI A RE KM
& 2 AR RLSOR 45«
2025 2024
WHEAT WHEHGT
HK$’m HK$'m
Pl Je & Properties and equipment
- A 1A - Not later than one year 381 397
-1 E 24 - One to two years 255 206
-2&B 34 - Two to three years 106 81
-3&F 44 - Three to four years - 4
-4 F 54 - Four to five years - -
742 688
A A DA S R G 30 The Group leases its investment properties under operating lease arrangements, with leases
AR T BB A typically for a period from one to three years. The terms of the leases generally require the
W1 ER 34, A% tenants to pay security deposits and provide for rent adjustments according to the prevailing
K — B SR AR FE A SRR market conditions upon the lease renewal.
& o TERMANN, KNS
T35 R TTT AR 4
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BANK OF CHINA (HONG KONG) LIMITED

Notes to the Financial Statements (continued)
41. Litigation

The Group has been served a number of claims and counterclaims by various independent
parties. These claims and counterclaims are in relation to the normal commercial activities of
the Group.

No material provision was made against these claims and counterclaims because the directors
believe that the Group has meritorious defences against the claimants or the amounts involved
in these claims are not expected to be material, or these claims and counterclaims are still at
an early stage of litigation or arbitration process that the estimation of ultimate outcomes
involves significant uncertainties. Should the ultimate outcomes of these matters differ from the
initial estimation, such differences will impact the profit or loss in the period during which such
a determination is made.
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BANK OF CHINA (HONG KONG) LIMITED

Notes to the Financial Statements (continued)

42. Segmental reporting

The Group manages the business mainly from a business segment perspective and over 90%
of the Group’s revenues, profits before tax and assets are derived from Hong Kong. Currently,
three operating segments are identified: Personal Banking, Corporate Banking and Treasury.
The classification of the Group’s operating segments is based on customer segment and
product type, which is aligned with the RPC (relationship, product and channel) management
model of the Group.

Both Personal Banking and Corporate Banking provide general banking services including
various deposit products, overdrafts, loans, credit cards, trade related products and other
credit facilities, investment and insurance products, and foreign currency and derivative
products. Personal Banking mainly serves retail customers and small enterprises, while
Corporate Banking mainly deals with corporate customers. Treasury manages the funding
and liquidity, and the interest rate and foreign exchange positions of the Group in addition to
proprietary trades. “Others” mainly represents the Group’s holdings of premises, investment
properties, equity investments, certain interests in associates and joint ventures and the
businesses of the Southeast Asian entities.

Measurement of segment assets, liabilities, income, expenses, results and capital
expenditure is based on the Group’s accounting policies. The segment information includes
items directly attributable to a segment as well as those that can be allocated on a reasonable
basis. Inter-segment funding is charged according to the internal funds transfer pricing
mechanism of the Group, which is primarily based on market rates with the consideration of
specific features of the product.

As the Group derives a majority of revenue from interest and the senior management relies
primarily on net interest income in managing the business, interest income and expense for
all reportable segments are presented on a net basis.
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Notes to the Financial Statements (continued)

42. Segmental reporting (continued)

MNBRIT NVARAT
Personal  Corporate WM¥L% oAb, it BT oy
Banking Banking Treasury Others Subtotal Eliminations  Consolidated
BhET WTEAT WTEHART  WWEAT  BWEAT WHET WHEAT
HK$’'m HK$’'m HK$’'m HK$’'m HK$’'m HK$’'m HK$’'m
BZE2025412A31H  Yearended 31 December
2025
HRIE G /1N Net interest (expense)/income
- Ik - Extemnal (5,787) 4,234 45,774 3,430 47,651 - 47,651
- Bplksg - Inter-segment 25,740 13,734 (39,611) 137 - - -
19,953 17,968 6,163 3,567 47,651 - 47,651
RS B S AN / Net fee and commission
GZHD income/(expense)
- K - External 10,802 3,402 14 544 14,762 - 14,762
- Bl - Inter-segment (1) 4 - 644 647 (647) -
10,801 3,406 14 1,188 15,409 (647) 14,762
G Net trading gain 971 1,666 13,184 757 16,578 . 16,578
FABLAAPEBTEAN Net loss on other financial
i G T instruments at fair value
kil through profit or loss (3) - (410) - (413) - (413)
HoAth 4 b TH 2 14licai Net gain/(loss) on other
/G financial instruments - 4 (1,231) - (1,227) - (1,227)
HAhzE N Other operating income 18 - 7 1,682 1,707 (1,179) 528
RIE R TR Net operating income
-1/ 9N before impairment
allowances 31,740 23,044 17,727 7,194 79,705 (1,826) 77,879
TRIEAER RS Net charge of impairment
allowances (261) (7,948) (42) (52) (8,303) - (8,303)
HEERAN Net operating income 31,479 15,096 17,685 7,142 71,402 (1,826) 69,576
ZE s Operating expenses (11,092) (4,280) (1,655) (3,300) (20,327) 1,826 (18,501)
ZERF Operating profit 20,387 10,816 16,030 3,842 51,075 - 51,075
PR E /AT Net loss from disposal
TR offfair value adjustments
on investment properties - - - (1,663) (1,663) - (1,663)
Wb #b R o Net loss from properties, plant
VAV R E T ] and equipment and other
assets - - - (342) (342) - (342)
N RIS A S AR A Share of results after tax of
bz B e associates and joint
ventures 8 - - 4 12 - 12
BBt RIREA] Profit before taxation 20,395 10,816 16,030 1,841 49,082 - 49,082
F 202512 531 H At 31 December 2025
B ASSETS
o130 Segment assets 655,669 1,018,032 2,416,328 210,357 4,300,386 (43,360) 4,257,026
| = PANEIPNEE a4 Interests in associates and
& joint ventures 106 - - 64 170 - 170
655,775 1,018,032 2,416,328 210,421 4,300,556 (43,360) 4,257,196
ik LIABILITIES
ik Segment liabilities 1,453,087 1,455,978 889,103 163,011 3,961,179 (43,360) 3,917,819
BZE20254£12 H31H  Year ended 31 December
2025
HAhBee Other information
PP Capital expenditure 39 12 - 2,253 2,304 - 2,304
e 1H e Depreciation and
amortisation 1,104 333 145 1,088 2,670 (19) 2,651
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Notes to the Financial Statements (continued)

42. Segmental reporting (continued)

A NEAT AMPARAT
Personal Corporate A5 Hhth it A oty
Banking Banking Treasury Others Subtotal Eliminations  Consolidated
WwmE A WmELGIG WmEA mEgs mE LT WM E T WM E TG
HK$'m HK$'m HK$'m HK$'m HK$'m HK$'m HK$'m
#BE 2024412 H31H  Year ended 31 December
2024
RIS G /YN Net interest (expense)/income
- bk - Extemal (12,632) 13,071 43,112 3,784 47,335 - 47,335
- Bl - Inter-segment 31,537 5,966 (37,499) 4) - - '
18,905 19,037 5,613 3,780 47,335 - 47,335
RS e ARG / Net fee and commission
GZHD income/(expense)
- Ak - External 7,758 3,779 149 763 12,449 - 12,449
- g - Inter-segment (2) 4 - 588 590 (590) -
7,756 3,783 149 1,351 13,039 (590) 12,449
ezl Net trading gain 546 1,674 10,193 688 13,101 - 13,101
HABLAAPEBETEN Net loss on other financial
i S TR instruments at fair value
Eind through profit or loss 11) - (373) - (384) - (384)
FoAth 4 f TR 2 e Net gain/(loss) on other
/G financial instruments - 5 (1,301) 3 (1,293) - (1,293)
HAhzs N Other operating income 31 1 20 1,704 1,756 (1,183) 573
WARMEEE T2 5 Net operating income
BB before impairment
allowances 27,227 24,500 14,301 7,526 73,554 (1,773) 71,781
TRAETER AR Net charge of impairment
allowances (388) (4,321) (94) (268) (5,071) - (5,071)
BEERAN Net operating income 26,839 20,179 14,207 7,258 68,483 (1,773) 66,710
L Operating expenses (10,537) (3,961) (1,556) (3,557) (19,611) 1,773 (17,838)
SRR Operating profit 16,302 16,218 12,651 3,701 48,872 - 48,872
BRYNALE / A PAE Net loss from disposal
2 5540 offfair value adjustments
on investment properties - - - (1,540) (1,540) - (1,540)
YNl FEbE B R B Net loss from properties, plant
B2 T i and equipment and other
assets @) - - (311) (313) - (313)
REHECE AR BT Share of results after tax of
vz FiElbasi associates and joint
ventures (15) - - 4 (11) - (11)
B RTRER Profit before taxation 16,285 16,218 12,651 1,854 47,008 - 47,008
F 202441231 H At 31 December 2024
ke ASSETS
I Segment assets 632,499 1,012,670 2,217,328 191,747 4,054,244 (43,096) 4,011,148
BE AR KGR Interests in associates and
(& joint ventures 98 - - 60 158 - 158
632,597 1,012,670 2,217,328 191,807 4,054,402 (43,096) 4,011,306
b LIABILITIES
S £ Segment liabilities 1,373,979 1,324,199 891,999 145,524 3,735,701 (43,096) 3,692,605
#HZE 202441231 H  Year ended 31 December
2024
AR Other information
BEARME Capital expenditure 64 71 - 2,887 3,022 - 3,022
7 I1H S et Depreciation and
amortisation 1,067 338 126 1,264 2,795 (18) 2,777
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firb it TR

FAGIEN AN
& NEF PP

HoAth B

il
frtEefh TR

mlay7ahe

HoAth 915

Assets

Derivative financial
instruments

Reverse repurchase
agreements

Securities borrowing
agreements

Other assets

Liabilities
Derivative financial
instruments
Repurchase
agreements
Other liabilities

43. Offsetting financial instruments

Notes to the Financial Statements (continued)

The following tables present details of the Group’s financial instruments subject to offsetting,
enforceable master netting arrangements and similar agreements.

2025
FEER RETEE-ARET
RHHAE HANZ R &R
EIA SR TR ffR Related amounts
LISt FHF5RE  not set off in the balance
BfiAER Gross &RLBEF=13H sheet
BB amounts of Net amounts
Gross recognised  of financial [=L)¢ o
amounts of financial assets L& 5
recognised liabilities set presented in SRTER Cash
financial offinthe the balance Financial collateral HH
assets balance sheet sheet instruments received Net amount
WMEAT WHE AT WHEAT WHEAT  WBHEA;D WWEAL
HK$’m HK$’m HK$’'m HK$’m HK$’m HK$’m
47,092 - 47,092 (30,347) (14,539) 2,206
44,578 - 44,578 (41,111) - 3,467
3,812 - 3,812 (3,812) - -
19,354 (13,555) 5,799 (1) . 5,798
114,836 (13,555) 101,281 (75,271) (14,539) 11,471
2025
THE=Af KA THERAERH
KhHEEZ HAHZ KSR
CHiNEM Tl Related amounts
BEES RPFIRM  not set off in the balance
A &Rl Gross &AM sheet
Rk syl amounts of Net amounts
Gross recognised of financial B
amounts of financial liabilities BL&H 5
recognised assets set presented in &R TR Cash
financial off in the the balance Financial collateral
liabilities balance sheet sheet instruments pledged Net amount
WHEATT WHEAT WHE AT WwhEAT WhaAx WBHEAx
HK$’m HK$’m HK$’m HK$’m HK$’m HK$’m
42,820 . 42,820 (30,514) (4,578) 7,728
62,221 - 62,221 (62,221) - -
16,444 (13,555) 2,889 (1) - 2,888
121,485 (13,555) 107,930 (92,736) (4,578) 10,616
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WMEREHIE (82)  Notes to the Financial Statements (continued)
43. SR T RS (48) 43. Offsetting financial instruments (continued)

B Assets

fitE4mT R Derivative financial
instruments

S [ Reverse repurchase
agreements

i NUES il Securities borrowing
agreements

Fopth 3 = Other assets

i Liabilities

&R T A Derivative financial
instruments

[E}aY7IINE Repurchase
agreements

Foft o7 5t Other liabilities

* AR AR AT

A B AT A K I MG
AT H 5 B S e i
BN TE 55 B 0 45 B i
W A A A B 2 el A
FHVOE A, WF—2
Oy %t T 2 MR AT R H
e TECK

2024
TH RA TR
KPkas 2 A Z AR LB
CHfiA Rl T B fu Related amounts
R pgsE FHFI7RH not set off in the balance
(RN Gross &R~ 1541 sheet
RS E amounts of  Net amounts
Gross recognised of financial Sz
amounts of financial assets AR
recognised liabilities set  presented in ST R Cash )
financial off in the the balance Financial collateral e
assets _ balance sheet sheet _instruments received  Net amount
WMEAT WMEAT WME TG WwmEAT  WBMEAT WBHEATT
HK$'m HK$'m HK$'m HK$'m HK$'m HK$'m
56,752 - 56,752 (31,859) (18,658) 6,235
27,879 - 27,879 (27,879) - -
3,800 - 3,800 (3,800) - -
15,585 (8,694) 6,891 1) - 6,890
104,016 (8,694) 95,322 (63,539)  (18,658) 13,125
2024
TR RA TR HMET
PR ) HEAY AR DG 4%
LA Gl R AR Related amounts
RS E FHHIRE not set off in the balance
O A Sl Gross 4 7 it 154 sheet
BT e amounts of  Net amounts
Gross recognised of financial kT Z
amounts of financial liabilities X bR LT
recognised assets set  presented in ST H Cash
financial off in the the balance Financial collateral T
liabilities  balance sheet sheet instruments pledged  Net amount
HME TG WMEAT WTEAT WwhEAG  WWmEAT BHEAT
HK$'m HK$'m HK$'m HK$'m HK$'m HK$'m
42,368 - 42,368 (31,621) (8,619) 2,128
96,933 - 96,933 (96,933) - -
8,995 (8,694) 301 1) - 300
148,296 (8,694) 139,602  (128,555) (8,619) 2,428

* Including non-cash collateral.

For master netting agreements of OTC derivative, sale and repurchase and securities
lending and borrowing transactions entered into by the Group, related amounts with the
same counterparty can be offset if an event of default or other predetermined events occur.
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Notes to the Financial Statements (continued)

44. Assets pledged as security

T 2025 412 A 31 H,
LM 2 i T 580.02
f¢.76 (2024 4. WM
319.57 {270) EUAFIT
rh g ORE A G5 LUE A 45 5F
BRI BRAh, ASR
P 368 1o 6 i [ 0 A 3 A £t
SRR 2 SN T
853.00 127t (2024 4. ¥
M 1,169.33 1270) . A H]
AR RIS ST BT 2
PG AUNHET 1,438.39
f¢.76 (2024 4. WM
1,490.91 1270, JFEET
[ LA AR A T A 28
ZRRB ] M TIEZR
w1 NAK.

BRAh, AR AT A
i 2 By IR ARALE <5 Z AR HIE
FE BT 56.24 127
(2024 4 # 31.79 12
T8

45. SRT TR

R RN )
Ry, TEORmL
5y % T HE A AR 9 e
PRI ST SAE SR . 2E
R RS PO
LT, T ERAESR
ECFARIN, (B[R 7 AR AE
SR E B H R B
EZR HIE T AL B 55
ARG RE T RIESRZ
S P KU R R,
KX AR RAIE 7 24T 4 1L
o B I ST IR AT )
BLERA R A .

45,

As at 31 December 2025, the liabilities of the Group amounting to HK$58,002 million (2024:
HK$31,957 million) were secured by assets deposited with central depositories to facilitate
settlement operations. In addition, the liabilities of the Group amounting to HK$85,300 million
(2024: HK$116,933 million) were secured by debt securities related to sale and repurchase
arrangements. The amount of assets pledged by the Group to secure these liabilities was
HK$143,839 million (2024: HK$149,091 million) mainly included in “Financial assets at fair
value through profit or loss” and “Investment in securities”.

In addition, the Group pledges securities amounting to HK$5,624 million (2024: HK$3,179
million) as margin for derivative transactions.

Transfers of financial assets

Transferred financial assets that do not qualify for derecognition mainly include debt securities
held by counterparties as collateral under sale and repurchase agreements. The
counterparties are allowed to sell or re-pledge these securities in the absence of default by
the Group, but have an obligation to return the securities upon maturity of the contract. These
securities are not derecognised since the Group retains substantially all the risks and rewards.
Amounts received under sale and repurchase agreements are recognised as financial
liabilities.
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BANK OF CHINA (HONG KONG) LIMITED

Notes to the Financial Statements (continued)

47.

45. Transfers of financial assets (continued)

The following table analyses the carrying amount of the financial assets transferred to
counterparties that do not qualify for derecognition and their associated financial liabilities:

2024
BB H= HRAR SR B FHIR A 5
K TH (& i THIE K T AL
Carrying Carrying Carrying Carrying
amount of amount of amount of amount of
transferred associated transferred associated
liabilities assets liabilities
WTE AT WITE TG Ve apn WME AT
HK$’'m HK$'m HK$'m

Repurchase

agreements 62,221 97,135 96,933

46. FERPINEGFHVEREI  46. Interests in unconsolidated structured entities

The Group involves a number of investment funds in the normal course of business, which

meet the definition of unconsolidated structured entities, and earns trustee fee from those
sponsored by the Group. As at 31 December 2025, the total net asset value of unconsolidated
structured entities sponsored by the Group amounted to HK$462,939 million (2024:
HK$296,795 million). For the year ended 31 December 2025, the above-mentioned trustee

fee amounted to HK$728 million (2024: HK$733 million).

Loans to directors

Particulars of loans made to directors of the Bank pursuant to section 383 of the Hong Kong

Companies Ordinance and Part 3 of the Companies (Disclosure of Information about Benefits

of Directors) Regulation are as follows:

Aggregate amount of relevant transactions outstanding

at year end

Maximum aggregate amount of relevant transactions

outstanding during the year
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WMEREHIE (82)  Notes to the Financial Statements (continued)
48. FEZHXREANTRS 48. Significant related party transactions

K N R ES BN R RN The Group is subject to the control of the State Council of the PRC Government through
W ER A R SR AR ([ H China Investment Corporation (“CIC”), its wholly-owned subsidiary Central Huijin Investment
B HAeTEAw g Ltd. (“Central Huijin”), and BOC in which Central Huijin has controlling equity interests.

TC& B A R SHEA = (T
EDRICEMAERINGEZ
HERAT, AR AT

il

(a) 58ATRBA T (a) Transactions with the parent companies and the other companies controlled by the
ZHABARBITHR 5 parent companies
ACIERE YN /P General information of the parent companies:
A2 1 5% v [ AR AT 9 The Group is controlled by BOC. Central Huijin is the controlling entity of BOC, and it is

o I EIRAT 2
PR AT, IR
VMR AT, W
K NHINL B S B
Bk 55 ) A A B A

Ao

a wholly-owned subsidiary of CIC which is a wholly state-owned company engaging in
foreign currency investment management.

V4T Ll py b sz A3y Central Huijin has controlling equity interests in certain other entities in the PRC.
AR A

ASERIEIER 55 P 5 The Group enters into banking and other transactions with these entities in the normal

5 9 o f B4
JH:#%%I&'TT%E'U;%;Q course of business which include loans, investment securities and money market
k5558 55, BARHTK

U2 B R o 85 T transactions.
o
K5y 5 B R AT 3 The majority of transactions with BOC arise from money market activities and are
TR GIRE /MmN summarised as below:
Y& 3 IR IR
2025 2024
WHEAT A REWA
HK$’'m HK$'m
W & R I H Income statement items
- FIEYN - Interest income 2,756 3,190
- FIEXH - Interest expenses 2,301 3,694
BRI H Balance sheet items
- ARG BAEARAT I - Cash and balances and placements with
HABLE RG22 45 banks and other financial institutions
R BT TR 139,908 117,459
- HAhgps - Other assets 8,357 559
- R - Investment in securities 8,619 14,070
- HRAT R H A SR - Deposits and balances from banks and other
ZAEER A financial institutions 89,401 74,463
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WMEREHIE (82)  Notes to the Financial Statements (continued)

48. X EZ H¥*%EAL3E 48. Significant related party transactions (continued)
(%)

(a) 5RAT ERFATEH (a) Transactions with the parent companies and the other companies controlled by the
ZHABA FHITHIRR 5 parent companies (continued)
()
o ERAT T A R AT Related party transactions with subsidiaries of BOC are summarised as below:
K 58 N 158 5 id
wr:
2025 2024
WMEAT A REDA
HK$’'m HK$'m
e =] Income statement item
- RS A S - Fee and commission expense 3,183 590
BRI E Balance sheet items
- BRI BAEARAT I - Cash and balances and placements with
FoAth < RG22 25 banks and other financial institutions
AR B E BRI 1,198 1,627
- Bk M HoAth g 1 - Advances and other accounts 12,222 15,493
- BT S HoAh g LAY - Deposits and balances from banks and other
TIFE A financial institutions 9,205 16,693
RN E E R AT B8 For details of POCI advances and other accounts purchased from BOC, please refer to
N B AR A DI BF Note 4.1.
AT, 35 WL PR
4.1,
R EARAT R G For details of subordinated liabilities granted by BOC, please refer to Note 35.
SRR BERE, 1 WK
7 35,
B Lk EE AL, S Except as disclosed above, other transactions with BOC and with companies controlled
BRAT B B R AT R 2 by BOC are not considered significant.
AEIFLHMEEZ S
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48. X EZ H¥*%EAL3E 48. Significant related party transactions (continued)

(%)

(b) SBURHIM AREHLH

W IR BLAY B oA B 2
AR IR 5

A N RN [ [ 45 B
R S R AR
M septifz], maeA
BRI [ 1] 55 B /R 3
UMK RIS
JE AU B2 e A [ s )
SJC e L4 R A s K
AL Sk . AR A%
BT 2% S BUR AL
ey ARERAUR S BB AL
e At TR s ) 5 A
TRIAATI AL S

XS G WAREA R IR
ERZE: 2T 8

- fEBE. ROHRAE R
TRAEZ A7

- BT RINE 2 A7 TR A
&

- WV R, B A
Iy JEG A ] s ) s
WP RAT 25575

- PRASMC IR AR SR
frangii S

- ROMEFELSS; K

TH . HAE KR EUR
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Notes to the Financial Statements (continued)

(b) Transactions with government authorities, agencies, affiliates and other state
controlled entities

The Group is subject to the control of the State Council of the PRC Government through
CIC and Central Huijin, which also directly or indirectly controls a significant number of
entities through its government authorities, agencies, affiliates and other state
controlled entities. The Group enters into banking transactions with government
authorities, agencies, affiliates and other state controlled entities in the normal course
of business at commercial terms.

These transactions include, but are not limited to, the following:

- lending, provision of credits and guarantees, and deposit taking;

- inter-bank balance taking and placing;

- sales, purchases, underwriting and redemption of bonds issued by other state
controlled entities;

- rendering of foreign exchange, remittance and investment related services;

- provision of fiduciary activities; and

- purchase of utilities, transport, telecommunication and postage services.
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48. FE H*R#EAN LS5 48. Significant related party transactions (continued)
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Notes to the Financial Statements (continued)

(c) Summary of transactions entered into during the ordinary course of business with
fellow subsidiaries, associates, joint ventures and other related parties

The Group enters into banking and other transactions with fellow subsidiaries,
associates, joint ventures and other related parties which include but are not limited to
loans, investment securites and money market transactions. The aggregate
income/expenses and balances arising from related party transactions with these
entities are summarised as follows:

2025 2024
WREAT ENTREPA
HK$’'m HK$'m
Income statement items
Fellow subsidiaries
- Fee and commission income 6,944 2,643
Associates and joint ventures
- Other operating expenses - 14
Balance sheet items
Fellow subsidiaries
- Advances and other accounts 2,409 3,384
Other related parties
- Investment in securities 1,072 957

Except as disclosed above, other transactions with fellow subsidiaries, associates, joint
ventures and other related parties of the Group are not considered significant.
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48. FEZ HXREANTRS 48. Significant related party transactions (continued)
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Notes to the Financial Statements (continued)

(d) Key management personnel

Key management personnel are those persons having authority and responsibility for
planning, directing and controlling the activities of the Group, directly or indirectly,
including directors and senior management. The Group accepts deposits from and
grants loans and credit facilities to key management personnel in the ordinary course
of business. During both the current and prior years, no significant transaction was
conducted with key management personnel of the Bank and its holding companies, as
well as parties related to them.

The compensation of key management personnel for the year ended 31 December is
detailed as follows:

2025 2024
EHEAT HEREGIT
HK$’'m HK$'m
Salaries and other short-term employee
benefits 45 43

(e) Balances with subsidiaries

As at 31 December 2025, the aggregate sums of amounts due from subsidiaries and
amounts due to subsidiaries of the Bank arising from transactions entered into during
the normal course of business at commercial terms are HK$13,355 million (2024:
HK$14,029 million) and HK$4,584 million (2024: HK$5,095 million) respectively.
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Notes to the Financial Statements (continued)

49. International claims

The below analysis is prepared with reference to the completion instructions for the HKMA
return of international banking statistics.
counterparties on which the ultimate risk lies based on the locations of the counterparties
after taking into account the transfer of risk, and represent the sum of cross-border claims
in all currencies and local claims in foreign currencies. For a claim guaranteed by a party
situated in a location different from the counterparty, the risk will be transferred to the
location of the guarantor. For a claim on an overseas branch of a bank whose head office

International claims are exposures to

is located in another location, the risk will be transferred to the location where its head office

is located.

Claims on individual countries/regions, after risk transfer, amounting to 10% or more of the

aggregate international claims of the Group in either year end are shown as follows:

2025
AT RN
Non-bank private sector
200
SR B 253
B Non-bank FABLH
HU4T Official financial Non-financial Bt
Banks sector institutions private sector Total
WHE AT WhEAT WWEAT WHEAT WHEAT
HK$’m HK$’m HK$’'m HK$’m HK$’'m
Chinese Mainland 334,238 314,391 16,186 83,715 748,530
Hong Kong, China 16,792 27,749 35,321 386,615 466,477
United States 34,025 174,526 92,433 11,053 312,037
2024
EARAT RN
Non-bank private sector
JEHRAT
SR E| S
BITHL Non-bank AN
AT Official financial  Non-financial Bt
Banks sector institutions private sector Total
WME TG WMHE I WM /ot WM E /it WME I
HK$'m HK$'m HK$’'m HK$'m HK$'m
Chinese Mainland 339,628 344,179 14,223 63,022 761,052
Hong Kong, China 13,587 17,796 35,876 366,393 433,652
United States 23,897 191,831 58,687 8,145 282,560
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50. JEBRTHIAMREZA  50. Non-bank Mainland exposures

Notes to the Financial Statements (continued)

i

Xof JE R AT A 5 of T 1 P4 Ml
AH 2R U A& AH 2 3 W T 2
WA RN 52 &8 R
R BR8P 1) 2 L
Fe 2R e T X K 531 7

The analysis of non-bank Mainland exposures is based on the categories of non-bank
counterparties and the types of direct exposures with reference to the completion
instructions for the HKMA return of Mainland activities, which includes the Mainland
exposures extended by BOCHK’s Hong Kong office only.

Ho WARFAT R P A
A HE I Ak 2 P XU
i
2025
F= AR F= AR
X! RN RIM
WwMETH Mg A&E MR IE
Items in On-balance Off-balance &R &&IE
the HKMA sheet sheet Total
return exposure exposure exposure
WhmEAK WHEAKU WHEAT
HK$’m HK$’m HK$’m
POREUR . BRI Central government, central
Wt HIHE AT &ETR government-owned entities and their
Al subsidiaries and joint ventures 1 366,846 27,270 394,116
HF R O BUMERAE T Local governments, local government-
Bk FB I8 2 | R ot owned entities and their subsidiaries
Al and joint ventures 2 69,807 6,297 76,104
b E fE S N JE R Al 7ESE - PRC nationals residing in Mainland
WML . R A or other entities incorporated in
F KA B A Mainland and their subsidiaries and
joint ventures 3 102,842 31,258 134,100
AEFEALE LR —mid p  Other entities of central government
I P FARATLAL not reported in item 1 above 4 34,478 6,517 40,995
AOIELE BRI 7B Other entities of local governments
JF P EARATLAS not reported in item 2 above 5 - 42 42
v [E 451540 R ERZE RS 4T PRC nationals residing outside
WAL, TSN Mainland or entities incorporated
(L outside Mainland where the credit is
granted for use in Mainland 6 44,284 10,543 54,827
HAhAZ 5% F 1R &3 Other counterparties where the
AR AEERAT ¥ P 1l R exposures are considered to be
¢l non-bank Mainland exposures 7 1,376 - 1,376
Mt Total 8 619,633 81,927 701,560
FIRIE & 4 5 10 08 7 VAR Total assets after provision 9 4,150,235
BEEAER N R &I 5 On-balance sheet exposures as
B RE percentage of total assets 10 14.93%
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BANK OF CHINA (HONG KONG) LIMITED

Notes to the Financial Statements (continued)

50. Non-bank Mainland exposures (continued)

2024

BE e i it BE e A it

-4 KN AN

FETH KU 7 H N isZit]
ltems in On-balance  Off-balance R A &IH
the HKMA sheet sheet Total
return exposure exposure exposure
whmENoe  WBHmEL WHELT
HK$'m HK$'m HK$'m

Central government, central

government-owned entities and their

subsidiaries and joint ventures 1 333,254 43,226 376,480
Local governments, local government-

owned entities and their subsidiaries

and joint ventures 2 71,221 3,893 75,114
PRC nationals residing in Mainland

or other entities incorporated in

Mainland and their subsidiaries and

joint ventures 3 105,293 11,873 117,166
Other entities of central government

not reported in item 1 above 4 27,687 2,804 30,491
Other entities of local governments

not reported in item 2 above 5 900 1 901

PRC nationals residing outside

Mainland or entities incorporated

outside Mainland where the credit is

granted for use in Mainland 6 49,494 6,337 55,831
Other counterparties where the

exposures are considered to be

non-bank Mainland exposures 7 2,475 - 2,475
Total 8 590,324 68,134 658,458
Total assets after provision 9 3,925,776

On-balance sheet exposures as
percentage of total assets 10 15.04%
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(a) Balance sheet

As at 31 December

ASSETS

Cash and balances and placements with
banks and other financial institutions

Financial assets at fair value through profit or
loss

Derivative financial instruments

Hong Kong SAR Government certificates of
indebtedness

Advances and other accounts

Investment in securities

Interests in subsidiaries

Interests in associates and joint ventures

Investment properties

Properties, plant and equipment

Current tax assets

Deferred tax assets

Other assets

Total assets

LIABILITIES

Hong Kong SAR currency notes in circulation

Deposits and balances from banks and other
financial institutions

Financial liabilities at fair value through profit
orloss

Derivative financial instruments

Deposits from customers

Debt securities and certificates of deposit in
issue

Other accounts and provisions

Current tax liabilities

Deferred tax liabilities

Subordinated liabilities

Total liabilities
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Notes to the Financial Statements (continued)

51. Balance sheet and statement of changes in equity

2025 2024
=Y BMETT
HK$’m HK$'m
553,526 602,022
159,299 129,407
65,227 73,688
243,190 223,510
1,673,053 1,639,274
1,366,085 1,174,636
9,134 9,039

8 8

13,443 15,181
32,174 36,390

16 -

125 164
88,976 69,778
4,204,256 3,973,097
243,190 223,510
347,297 352,120
99,584 78,821
57,374 56,565
2,904,134 2,689,977
11,251 5,296
121,647 169,064
6,370 6,500
2,889 3,506
75,757 71,982
3,869,493 3,657,341
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WEREHIE (82)  Notes to the Financial Statements (continued)

51. B AMmBRKLINZEZ  51. Balance sheet and statement of changes in equity (continued)
BhE (8

(a) EF=HMR (8D (a) Balance sheet (continued)

FT12H31H As at 31 December 2025 2024

WHEAT WwHE AT
HK$’'m HK$'m

BwA EQUITY

&N Share capital 43,043 43,043

it % Reserves 291,720 272,713

LA B Total equity 334,763 315,756

VTV A N Total liabilities and equity 4,204,256 3,973,097

ZEHST 2026 4 3 H Approved by the Board of Directors on 30 March 2026 and signed on behalf of the Board

30 Hil i it LT by:

ANEREZEE:

)
/- -
7B >

BER GE Haijiao g SUN Yu

HEE Director W Director
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(b) Statement of changes in equity

At 1 January 2024

Profit for the year
Other comprehensive income:
Premises
Equity instruments at fair value
through other comprehensive
income
Actuarial gain on retirement benefit
plans
Advances and other accounts at fair
value through other comprehensive
income
Debt instruments at fair value through
other comprehensive income
Currency translation difference

Total comprehensive income

Release upon disposal of equity
instruments at fair value through other
comprehensive income:

Transfer

Deferred tax

Current tax
Transfer to retained earnings
Dividends

At 31 December 2024

Notes to the Financial Statements (continued)

51. Balance sheet and statement of changes in equity (continued)

fiti
Reserves

AT

A NN i)

AT AR 4

iR Ak DL
H k% Reserve for fiti

A Premises financial MEfE%* HHEME® Cashflow  EfEmA]  FEALH
Share revaluation assets at Regulatory Translation hedge Retained Total
capital reserve FVOCI reserve® reserve reserve earnings equity
WEME I WmE G WmE e WmE e WHEas EmE e BhEhc EhHEET
HK$'m HK$'m HK$'m HK$'m HK$'m HK$'m HK$'m HK$'m
43,043 33,902 (1,421) 7,870 (999) - 219,677 302,072
- - - - - - 38,477 38,477
- (1,893) - - - - - (1,893)
- - 185 - - - - 185
- - - - - - 5 5
- - (23) - - - - (23)
- - 989 - - - - 989
- - 3 - (385) - - (382)
- (1,893) 1,154 - (385) - 38,482 37,358
- - 44 - - - (44) -
- - ) - - - - @
- - - - - - 7 7
- - - (1,946) - - 1,946 -
- - - - - - (23,674)  (23,674)
43,043 32,009 (230) 5,924 (1,384) - 236,394 315,756
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(b) Statement of changes in equity (continued)

Notes to the Financial Statements (continued)

51. Balance sheet and statement of changes in equity (continued)

-2 3
Reserves
DLAFAERR
A A AR
AR S
Vil BLEWx M
Hfff#& Reserve for 1%
& Premises financial MEM%* HEHME Cashflow FAFER BEREH
Share revaluation  assets at Regulatory Translation hedge Retained Total
capital reserve FVOCI _ reserve* reserve reserve _earnings equity
WHEAT BHEAT BHEAT BREAL BTEHAT BREAL BTHEAT BREAL
HK$’'m HK$’'m HK$’'m HK$’'m HK$’'m HK$’'m HK$’'m HK$’'m
F 202541 H1H At 1 January 2025 43,043 32,009 (230) 5,924 (1,384) - 236,394 315,756
HEERA] Profit for the year - - - - - 40,262 40,262
HoAth, 4 T 7« Other comprehensive income:
V0 Premises - (2,759) - - - - (2,759)
PLASPAEAR AT N oA 4T Equity instruments at fair value
W2 A through other comprehensive
income - - 7 - - - 71
TEARAR R RIRG S0 2 Actuarial gain on retirement benefit
plans - - - - - -
PSP AR A T N S A 4 THT Advances and other accounts at fair
WL B 2 B B AR K T3 value through other comprehensive
income - - 6 - - - 6
PLAPEAR A TN FEAl AT Debt instruments at fair value through
Wieai 2 i % TR other comprehensive income - 4,843 - - - 4,843
AR Cash flow hedges - - - 71 - 71
T8 T e S 250 Currency translation difference - 79 (151) - - (72)
AT B A Total comprehensive income - (2,759) 4,999 (151) 71 40,262 42,422
AR E A A Transfer to retained earnings - - (3,910) - - 3,910 -
1951 Dividends - - - - - (23415) (23,415)
T 2025412 A 31 H At 31 December 2025 43,043 29,250 4,769 2,014 (1,535) 71 257,151 334,763

* BRAE I S5 A HENSE O Sont Yk
B AE EA A1, 4 R R PR 0
A7 ) 2 M 6 BRAT — RO 2

CEAEARSRAR R B A AT U D -

* In accordance with the requirements of the HKMA, the amounts are set aside for general banking risks, including future
losses or other unforeseeable risks, in addition to the loan impairment allowances recognised under HKFRS 9.
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WEREHIE (82)  Notes to the Financial Statements (continued)
52. XENEAT] 52. Principal subsidiaries

T 2025412 A 31 Hz*x The following is a list of principal subsidiaries as at 31 December 2025:

LB ARSI U
VR B ML
Place of
22y i incorporation BRTEA FANE FEWE
Name and operation Issued share capital Interest held Principal activities
FAREHR (HBR AR o EE 565,000,000 it 7G 100% (ELER N &S
NS Hong Kong, China HK$565,000,000 Credit card services
BOC Credit Card
(International) Limited
Vg EARAT PRI 814,734,790 100% RATIE S
Bank of China (Malaysia) Malaysia SR 7 AR R Banking business
Berhad RM814,734,790
PEARAT (RED AR [ 10,000,000,000 Z&%k #100% AT
N Thailand Baht10,000,000,000 Banking business
Bank of China (Thai) Public
Company Limited
#ORRAT BIEREE 99.99% 147 #99.99% of the shares held directly and 0.01% of the shares held indirectly by the Bank.

KA A 0.01%/5 4 -

sk g W A AR AT DR AT The issued share capital of Bank of China (Malaysia) Berhad had increased by
AT 2025 4 2 A 28 HIEm RM54,216,310 to RM814,734,790 on 28 February 2025.

54,216,310 K 74 T bk 25 ¢

% 814,734,790 LR FGIF AL

.
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BANK OF CHINA (HONG KONG) LIMITED

Notes to the Financial Statements (continued)

The Group is subject to the control of the State Council of the PRC Government through
China Investment Corporation, its wholly-owned subsidiary Central Huijin Investment Ltd.
(“Central Huijin”), and BOC in which Central Huijin has controlling equity interests. The
immediate holding company of the Group is BOC Hong Kong (Holdings) Limited which is
indirectly held by BOC.

54. Events after the balance sheet date

According to the announcement of BOCHK (Holdings) made on 28 January 2026, all of the
conditions precedent set out in each of the Acquisition Agreement and the Disposal
Agreement with respect to the announcement of BOCHK (Holdings) made on 24 January
2025 had been satisfied. Completion of the Proposed Acquisition and the Proposed
Disposal took place on 30 January 2026 in accordance with the terms and conditions of
the Acquisition Agreement and the Disposal Agreement, respectively. After completion of
the Proposed Acquisition and the Proposed Disposal, BOCHK owns all the issued shares
of Bank of China International Limited, which becomes a wholly-owned subsidiary of
BOCHK and has ceased to own any of the issued shares of Po Sang Securities Limited,
which no longer be a subsidiary of BOCHK. For further details, please refer to the
announcement of BOCHK (Holdings) dated 28 January 2026.

55. Approval of financial statements

The financial statements were approved and authorised for issue by the Board of Directors
on 30 March 2026.
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REH T Unaudited Supplementary Financial Information
7% BER
1. BWEHE 1. Regulatory Disclosures

M Pl R A R A AR R Y 2 The Regulatory Disclosures, together with the disclosures in this Annual Report, contained
#, QG R CRAT all the disclosures required by the Banking (Disclosure) Rules and Financial Institutions

b CBEERD Y Je (EmbLig (Resolution) (Loss-absorbing Capacity Requirements — Banking Sector) Rules issued by
REBHUED (Bl THAEM the HKMA. The Regulatory Disclosures is available under the section “Regulatory
TE—HUT T BN BRI ATE Disclosures” on BOCHK’s website at www.bochk.com.

Peis o WS PLEE o T rp LA

W3k, kA3iE A www.bochk.com

TR ] — T,

INAEE Y SRR STYRE LI GEN S This Annual Report and the Regulatory Disclosures are prepared according to the Group’s
[H 2 0 45 % SR U S il . T 5% disclosure policy. The disclosure policy sets out a robust mechanism for the Group’s
PeBE B g — MMM disclosures of financial information on a legitimate and compliant basis. It depicts the
fil, TEAVEE MR T, P8R principles and internal control measures to ensure the timeliness, fairness, accuracy,
KREHMMSE R, HEEM integrity, completeness and legitimacy of financial disclosures.

5 A i 1) T e N S M AR A

it B ORIV 5540 i B S I A

PR, HERME . Sz, et

IREP NG
2. Qg 2. Risk management
=32 Overview

KRER RS RIFM X EHLZ  The Group believes that sound risk management is crucial to the success of any organisation.
R EE TR, EH% In its daily operation, the Group attaches a high degree of importance to risk management and
sE T, KEFEEEMNRE  emphasises that a balance must be struck between risk control and business development.
B, R R S0 5% The principal types of risk inherent in the Group’s businesses are credit risk, market risk,
R 2 B0 ARG . AR B interest rate risk in the banking book, liquidity risk, operational risk, reputation risk, legal and
[0V 2% 1) 36 2 P 70 XU B A compliance risk, and strategic risk. The Group’s risk management objective is to enhance
GRS T3 XU ERAT KA shareholder value by maintaining risk exposures within acceptable limits. The Group has a
DL AN ) e g L N S (P defined risk appetite statement approved by the Board, which is an expression of the types
B8« {525 XU VT S A TR and level of risk that the Group is willing to take in a controllable way in order to achieve its
TR SRS o AR A ] (1 IR business goals and to meet the expectations of its stakeholders. For details of the Group’s risk
P H bR AR AETE = R AR E R FE management governance structure, please refer to Note 4 to the Financial Statements.

IRF, R R RIS 428 o E T2 1

KPZHN. KEBRFLEER

2 B A RV e fF Rk, R0k

A% B A 8 RS AT 4 (¥ T B BT

JE B A RS R SRR,

PASE B 55 K S8 H A LA 3 47

B H W . A5 AR X RS

EHERRM A TR,

DI S5 4R R M4
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BANK OF CHINA (HONG KONG) LIMITED

REHTHZ Unaudited Supplementary Financial Information (continued)
R EER (52
2. RREHE (48) 2. Risk management (continued)

BRI Credit risk management

SRR E P S 5T Credit risk is the risk of loss that a customer or counterparty is unable to or unwilling to meet
KA R R EITEBTEN  its contractual obligations. Credit risk exists in the trading book and banking book, as well as
i RAR X . AR from on- and off-balance sheet transactions of the Group. It arises principally from lending,
Gy IKFIARATIR . LA B8 7= 4 it trade finance and treasury businesses. For details of the Group’s Credit Risk Management,
RNFNRINZ AL Gy AT AL X Tl please refer to Note 4.1 to the Financial Statements.

SRV o 13 B AL 32 R A B

RO MR KRS, HRAR

8 A5 B XIS A B 2 VR A R

B W SRR,

TR B Market risk management

T3 3% KU 2 Fiat PR & i Tl 34 4 Market risk refers to the risk of loss arising from movements in the value of foreign exchange,
G, FZ F0RFE . BE interest rate, equity and commodity positions held by the Group due to the volatility of financial

W% TR BB S ERYT  market price (foreign exchange rate, interest rate, credit spreads, equity price, commodity

AN R 26| B ZE RN e B {E price). The Group adopts a moderate market risk appetite to achieve a balance between risk

HELAR LT AT RE4A AR and return. For details of the Group’s Market Risk Management, please refer to Note 4.2 to
P 2 T XS o A B TR GE the Financial Statements.

BT 5 RS R L, SEIXUR 5

W s 1P . A RARSEE T

S 2 VR R, 1 LY

FMEMEL.2,
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2. Risk management (continued)
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Market risk management (continued)

The Group uses the VaR to measure and report general market risks to the RC and senior
management on a periodic basis. The Group adopts a uniformed VaR calculation model, using
a historical simulation approach and two years of historical market data, to calculate the VaR
of the Group and its subsidiaries over a one-day holding period with a 99% confidence level,
and sets up the VaR limit of the Group and its subsidiaries.

The Group adopts back-testing to measure the accuracy of VaR model results. The back-
testing compares the calculated VaR figure of market risk positions of each business day with
the actual and hypothetical gains or losses arising from those positions on the next business
day. Generally speaking, the number of back-testing exceptions in a rolling 12-month period
will not exceed four times, given a 99% confidence level. The graph below shows the back-
testing result of the VaR against actual gains or losses of the Group.

There were no actual losses exceeding the VaR for the Group in 2025 as shown in the back-
testing results.
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2. Risk management (continued)
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Interest rate risk in the banking book management

Interest rate risk in the banking book (“IRRBB”) means the risks of loss to a bank’s earnings
and economic value arising from movements in interest rate and term structures of the banking
book asset and liability positions. The Group’s IRRBB exposures are mainly from structural
positions. The major types of IRRBB from structural positions are gap risk, basis risk and option
risk. For details of the Group’s IRRBB Management, please refer to Note 4.2 to the Financial
Statements.

Liquidity risk management

Liquidity risk is the risk that banks may not be able to obtain sufficient and timely funding at a
reasonable cost to meet their obligations as they fall due. The Group maintains a sound liquidity
risk appetite to provide stable, reliable and adequate sources of cash to meet liquidity needs
under normal circumstances and stressed scenarios. For details of the Group’s Liquidity Risk
Management, please refer to Note 4.3 to the Financial Statements.

Operational risk management
Operational risk is the risk of loss resulting from inadequate or failed internal process, people

and system, or from external events. The risk is inherent in all banking products, activities,
processes and systems and confronted by the Group in its day-to-day operational activities.
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2. Risk management (continued)
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Operational risk management (continued)

The Group has implemented the “Three Lines of Defence” system for its operational risk
management. All departments as the first line of defence are the primary parties responsible
for operational risk management, and carry out the duties and functions of risk management
in the process of business operation through self assessment, self checking, self correction
and self development. The Legal & Compliance and Operational Risk Management
Department (“LCO”), together with certain specialist functional units in relation to operational
risk management within the Group, including the Human Resources Department, Corporate
Services Department, Financial Crime Compliance Department, Financial Management
Department, Treasury and General Accounting & Accounting Policy Department (collectively
known as “specialist functional units”), are the second line of defence. They are responsible
for assessing and monitoring the operational risk conditions in the first line of defence, and
providing them with guidance. LCO, being independent from the business units, is responsible
for assisting the Management in managing the Group’s operational risk, including the
establishment and review of the operational risk management policy and framework, designing
the operational risk management tools and reporting mechanism, reviewing and contributing
to the monitoring and reporting the overall operational risk profile to the Management and RC.
Specialist functional units are required to carry out their designated managerial duties of the
second line of defence with respect to some specific aspects of operational risk and its related
issues. Apart from taking charge of operational risk management in their own units, these units
are also required to provide other units with professional advice/training in respect of certain
operational risk categories and to lead the group-wide operational risk management. Group
Audit is the third line of defence which provides independent assessment to the effectiveness
and adequacy of the operational risk management framework and is required to conduct risk-
based review of the operational risk management activities of various departments within the
Group regarding their compliance and effectiveness and to put forward recommendations for
remedial actions.
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BANK OF CHINA (HONG KONG) LIMITED

Unaudited Supplementary Financial Information (continued)

2. Risk management (continued)

Operational risk management (continued)

The Group has put in place an effective internal control process which requires the
establishment of policies and control procedures for all the key activities. The Group adheres
to the fundamental principle of proper segregation of duties and authorisation. The Group
adopts various operational risk management tools or methodologies such as key operational
risk indicators, operational risk and control assessment, operational risk events management
to identify, assess, monitor and control the risks inherent in business activities and products,
as well as purchase of insurance, etc. on an as-needed basis to mitigate unforeseeable
operational risks. In addition, each new product/service initiative and outsourcing arrangement
is subject to a risk assessment and governance process, where risks are firstly identified and
assessed by business unit, and reviewed and challenged by relevant second lines of defence,
in accordance with the risk-based principle. Subsequent changes on the existing products,
services and outsourcing arrangements are also subject to a similar process. Business
continuity plans are established to support business operations in the event of an emergency
or disaster. Adequate backup facilities are maintained and periodic drills are conducted.

Reputation risk management

Reputation risk is the risk that negative publicity about the Group’s business practices, whether
genuine or not, will cause a potential decline in the customer base, or lead to costly litigation
or revenue decrease. Reputation risk is inherent in other types of risk and every aspect of
business operation and covers a wide spectrum of issues.

In order to mitigate reputation risk, the Group has formulated and duly followed its Reputation
Risk Management Policy. The policy aims to identify and prevent reputation risk proactively
at an early stage when an incident occurs. Since reputation risk is often caused by various
types of operational and strategic issues that negatively impact the trust and perception of the
Group, all operational and key risks identified are assessed through the established Key
Control Self-Assessment framework, including risk assessment tools, to evaluate the severity
of their impact on the Group, including the damage to reputation.
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2. Risk management (continued)
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Reputation risk management (continued)

In addition, the Group has put in place a comprehensive framework to continuously monitor
reputation risk incidents in the financial industry. This continuous monitoring enables the Group
to effectively manage, control and mitigate any potential adverse impact from an incident. The
Group also adopts robust disclosure practices to keep our stakeholders informed at all times,
which helps build confidence in the Group and establish a strong public image.

Legal and compliance risk management

Legal risk is the risk that unenforceable contracts, lawsuits or adverse judgments may disrupt
or otherwise negatively affect the operations or financial conditions of the Group. Compliance
risk is the risk of legal or regulatory sanctions, financial losses or losses in reputation the Group
may suffer as a result of its failure to comply with applicable laws and regulations. Legal and
compliance risks are managed by the LCO, while the risks related to money laundering,
terrorist financing, fraud, bribery and corruption are managed and monitored by the Financial
Crime Compliance Department (“FCC”). Both LCO and FCC report directly to the Chief Risk
Officer. As part of the Group’s corporate governance framework, the policies for the
management of legal and compliance risks, and money laundering, terrorist financing and
financial crime compliance risks are approved by the RC or Audit Committee as delegated by
the Board.

Strategic risk management

Strategic risk generally refers to the risks that may cause negative impacts on the earnings,
capital, reputation or market position of the Group as a result of the failure of the Group to
formulate, implement and adjust its strategies, including macro strategies and policies, as well
as the formulation of specific plans, programmes and systems for the implementation of the
strategies and policies. The Board reviews and approves the Strategic Risk Management
Policy. Key strategic issues have to be fully evaluated and properly endorsed by the senior
management and the Board.

The Group regularly reviews its business strategies to cope with the latest market situation and
developments.
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Capital management

The major objective of the Group’s capital management is to maximise total shareholders’
return while maintaining a capital adequacy position in relation to the Group’s overall risk
profile. The ALCO periodically reviews the Group’s capital structure and adjusts the capital mix
where appropriate to maintain an optimal balance among risk, return and capital adequacy.

To comply with the HKMA’s requirements as stated in the Supervisory Policy Manual
“Supervisory Review Process”, the Group adopts the internal capital adequacy assessment
process (“ICAAP”) and reviews it annually. Based on the HKMA'’s guidelines on Pillar I, ICAAP
has been initiated to assess the extra capital needed to cover the material risks not captured
or not adequately captured under Pillar |, and therefore minimum Common Equity Tier 1 capital
ratio, minimum Tier 1 capital ratio and minimum Total capital ratio are determined.

The HKMA has classified BOCHK as a material subsidiary of the BOC resolution group and
required BOCHK to comply with the applicable internal loss-absorbing capacity requirements
under the Financial Institutions (Resolution) (Loss-absorbing Capacity Requirements —
Banking Sector) Rules (“LAC Rules”), with compliance period starting from 1 January 2023.

Stress testing

The Group supplements the analysis of various types of risks with stress testing. Stress testing
is a risk management tool for estimating risk exposures under stressed conditions arising from
extreme but plausible market or macroeconomic movements. These tests are conducted on a
regular basis by the Group’s various risk management units in accordance with the principles
stated in the Supervisory Policy Manual “Stress-testing” published by the HKMA. The ALCO
monitors the results against the key risk limits approved by the RC. The Financial Management
Department reports the combined stress test results of the Group to the Board and RC
regularly.
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Appendix

Subsidiaries of the Bank

M/ B
AR AH
Place and date of
incorporation/
operation

The particulars of subsidiaries are as follows:

BERAT B A
Issued
share capital

HFAER R

Interest held

FEWS

Principal activities

PHRER R (ERD FRAF
BOC Credit Card (International) Limited

HERAEREIEANAIRAR
BOC Group Trustee Company Limited

R E B g E RS R A R A F]
BOCI-Prudential Trustee Limited

R v W+ E AT
Bank of China (Malaysia) Berhad

PERT (RED BERAFE
Bank of China (Thai) Public Company
Limited

PERAT (EFH REAFRAH
Bank of China (Hong Kong) Nominees
Limited

PERAT G FRARAR
Bank of China (Hong Kong) Trustees
Limited

RIS (T ARAT

BOC Digital Services (Nanning) Company

Limited™*

HHHEEARL GRID ARRA A
BOCHK Information Technology
(Shenzhen) Co., Ltd.**

v [ A
198049 H9 H
Hong Kong, China
9 September 1980

o [ A

1997 %£12 A1 H
Hong Kong, China
1 December 1997

o [ A i
1999410 A 11 H
Hong Kong, China
11 October 1999

PG I
200044 H 14 H
Malaysia

14 April 2000

ZRH

2014 E4 A1 H
Thailand

1 April 2014

o E &

1985 410 A 1 H
Hong Kong, China
1 October 1985

o E &

1987 11 He6 H
Hong Kong, China
6 November 1987

o [ 9 5
201942 19 H
Nanning, China

19 February 2019

AR

1990 424 H 16 H
Shenzhen, China
16 April 1990
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565,000,000 # 70
HK$565,000,000

200,000,000 #5750
HK$200,000,000

300,000,000 #:7t
HK$300,000,000

814,734,790
TSR 7 AR T R
RM814,734,790

10,000,000,000 Z&#k
Baht10,000,000,000

27t
HK$2

3,000,000 #570
HK$3,000,000

WM BEA
60,000,000 # 70
Registered capital
HK$60,000,000

A
70,000,000 #57t
Registered capital
HK$70,000,000

100.00%

66.00%

42.24%"

100.00%

100.00%

100.00%

100.00%

100.00%

100.00%

IEL R
Credit card services

By
Investment holding

(EEA &

Trustee services

AT
Banking business

BT
Banking business

(SEPNE

Nominee services

{FFE R AR SS
Trustee and agency
services

SREE RERBAR
k55

Financial operational
and information
technology services

LN E]
Property holding
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KBFTFZMEBAT (4)  Subsidiaries of the Bank (continued)

R /B
B & HH#
Place and date of ERATR A
2 incorporation/ Issued AR FELE
Name operation share capital _Interest held Principal activities
FAE ST RS A TRA Hp A 335,000,000 #7C 100.00% ¥4 2K
Po Sang Financial Investment Services 198049 H 23 H HK$335,000,000 WEER
Company Limited Hong Kong, China Gold trading and
23 September 1980 investment holding
FHEUHARAF Hp A 335,000,000 #t 100.00% FZNL5%
Po Sang Securities Limited 1993 4210 H 19 H HK$335,000,000 Securities brokerage
Hong Kong, China
19 October 1993
W EA R A A E A 3,000,000 ¥t 100.00% {SHEMR%s
Sin Hua Trustee Limited 1978 410 A 27 H HK$3,000,000 Trustee services

Hong Kong, China
27 October 1978

Billion Express Development Inc. BB Y IR B 1%t 100.00% #HHEHEM
2014492 A 7H US$1 Investment holding

British Virgin Islands
7 February 2014

Billion Orient Holdings Ltd. WIRYE R TR (E 100.00% FHE=R
201442 A 3H US$1 Investment holding

British Virgin Islands
3 February 2014

Elite Bond Investments Ltd. BB YR R 1250 100.00% #¥is
20142 A 7H US$1 Investment holding

British Virgin Islands
7 February 2014

Express Capital Enterprise Inc. BB YR B 150 100.00% #¥is s
20142 A3 H US$1 Investment holding

British Virgin Islands
3 February 2014

Express Charm Holdings Corp. B JB YR IR S B 1%7% 100.00% X mE
2014492 H7H US$1 Investment holding

British Virgin Islands
7 February 2014

Express Shine Assets Holdings Corp. R AR R 1%50 100.00% #&¥H%
201441 H3H US$1 Investment holding
British Virgin Islands
3 January 2014

Express Talent Investment Ltd. PRGNS 1350 100.00% @ik
20142 A 13 H US$1 Investment holding

British Virgin Islands
13 February 2014

Gold Medal Capital Inc. e B YR R 1370 100.00% &M%
20141 A3 H US$1 Investment holding
British Virgin Islands
3 January 2014
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Appendix (continued)

Subsidiaries of the Bank (continued)

WA/ B
b Y OSARE

Place and date of ERATIA

2 incorporation/ Issued AR FELE

Name operation share capital _Interest held Principal activities

Gold Tap Enterprises Inc. JLR AR S = 100.00% &=/
2014 42 A 13 H US$1 Investment holding
British Virgin Islands
13 February 2014

Maxi Success Holdings Ltd. JLR AR RS = 100.00% &=
20142 H7H US$1 Investment holding
British Virgin Islands
7 February 2014

Smart Linkage Holdings Inc. JLRAER RS = 100.00% &=
2014 42 A 13 H US$1 Investment holding
British Virgin Islands
13 February 2014

Smart Union Capital Investments Ltd. JLR AR S = 100.00% =M
201441 A3H US$1 Investment holding
British Virgin Islands
3 January 2014

Success Trend Development Ltd. JLR AR S = 100.00% &=
201442 A4 18 H US$1 Investment holding
British Virgin Islands
18 February 2014

Wise Key Enterprises Corp. e JB YR IR S B 1%7% 100.00% X mE
2014 42 4 18 H US$1 Investment holding

* R B [ R FE A PR A ]
AAGRATIR T — KA B E A
AR AT, FEAEARAT %
NEIFERIRL, %A RIBAAA
HATHIHE A

o AE A EE A R STHE A A

ok 76 0 A R AT B R AT IR A T
2025 4F 2 H 28 M1 54,216,310
R VG AR RE S 814,734,790

0 S G AR 5

AR BRI (D AR 2
7T 2025 4 12 A 22 FIEH.

FHEEFARAFAKMHBEDT
2026 1 H 30 H7emsc#l.

THRERARA R W E T
2026 £ 1 H 30 Hemac#l.

British Virgin Islands
18 February 2014

* BOCI-Prudential Trustee Limited is a subsidiary of a non-wholly-owned subsidiary of the Bank and,
accordingly, is accounted for as a subsidiary by virtue of the Bank’s control over it.

** It is registered as limited liability company in China.

The issued share capital of Bank of China (Malaysia) Berhad had increased by RM54,216,310 to

RM814,734,790 on 28 February 2025.

BOCHK Information Technology Services (Shenzhen) Co., Ltd. was dissolved on 22 December 2025.

The disposal of Po Sang Securities Limited was completed on 30 January 2026.

The acquisition of Bank of China International Limited was completed on 30 January 2026.
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Definitions

In this Annual Report, unless the context otherwise requires, the following terms shall have the meanings set out below:

Terms

Meanings

“Acquisition Agreement”

the sale and purchase agreement entered into on 24 January 2025 between BOCHK
and BOCI Asia Limited for the acquisition of all of the issued shares of Bank of China
International Limited by BOCHK from BOCI Asia Limited

“ALCO” the Asset and Liability Management Committee

“AT1” Additional Tier 1

“ATM” Automated Teller Machine

“BOC” Bank of China Limited, a joint stock commercial bank with limited liability established
under the laws of the PRC, the H shares and A shares of which are listed on the Hong
Kong Stock Exchange and the Shanghai Stock Exchange respectively

“BOCHK (Holdings)” BOC Hong Kong (Holdings) Limited, a company incorporated under the laws of Hong

Kong

“BOCHK” or “the Bank”

Bank of China (Hong Kong) Limited, a company incorporated under the laws of Hong
Kong and a wholly-owned subsidiary of BOC Hong Kong (Holdings) Limited

“BOCI-Prudential Asset Management”

BOCI-Prudential Asset Management Limited, a company incorporated under the laws
of Hong Kong, in which BOCI Asset Management Limited, a wholly-owned subsidiary
of BOC International Holdings Limited, and Prudential Corporation Holdings Limited
hold equity interests of 64% and 36% respectively

“BOCI-Prudential Trustee”

BOCI-Prudential Trustee Limited, a company incorporated under the laws of Hong
Kong, in which BOC Group Trustee Company Limited and Prudential Corporation
Holdings Limited hold equity interests of 64% and 36% respectively

“BOC Malaysia”

Bank of China (Malaysia) Berhad, a wholly-owned subsidiary of BOCHK

“BOC Thailand”

Bank of China (Thai) Public Company Limited, a wholly-owned subsidiary of BOCHK

“Board” or “Board of Directors”

the Board of Directors of the Bank

“CE” Chief Executive

“CET?1” Common Equity Tier 1

“CFO” Chief Financial Officer

“CIC” China Investment Corporation
“CRO” Chief Risk Officer

“CVA” Credit Valuation Adjustment

“Central Huijin”

Central Huijin Investment Ltd.
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Definitions (continued)

Terms Meanings

“DCE” Deputy Chief Executive

“Disposal Agreement” the sale and purchase agreement entered into on 24 January 2025 between BOCHK
and BOCI Asia Limited for the disposal of all of the issued shares of Po Sang Securities
Limited by BOCHK to BOCI Asia Limited

“‘DVA” Debit Valuation Adjustment

“ECL” Expected Credit Loss

“EVE” Economic Value Sensitivity Ratio

“FCC” the Financial Crime Compliance Department

“FIRB” Foundation Internal Ratings-based

“FVOCI” Fair value through other comprehensive income

“FVPL” Fair value through profit or loss

“HKAS” Hong Kong Accounting Standard

“HKFRS” Hong Kong Financial Reporting Standard

“HKICPA” Hong Kong Institute of Certified Public Accountants

“HKMA” Hong Kong Monetary Authority

“ICAAP” Internal Capital Adequacy Assessment Process

“m Information Technology

“LCO” the Legal & Compliance and Operational Risk Management Department

“LCR” Liquidity Coverage Ratio

“Listing Rules” the Rules Governing the Listing of Securities on The Stock Exchange of Hong Kong
Limited

“mMC” the Management Committee

“MCO” Maximum Cumulative Cash Outflow
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®

Definitions (continued)

Terms

Meanings

“MPF”

Mandatory Provident Fund

“MPF Schemes Ordinance”

the Mandatory Provident Fund Schemes Ordinance, Chapter 485 of the Laws of Hong
Kong, as amended

“N/A” Not applicable
“NII” Net Interest Income Sensitivity Ratio
“NSFR” Net Stable Funding Ratio

“ORSO schemes”

the Occupational Retirement Schemes under Occupational Retirement Schemes
Ordinance, Chapter 426 of the Laws of Hong Kong

“‘oTC”

Over-the-counter

“PRC” or “China”

the People’s Republic of China

“Proposed Acquisition”

the proposed acquisition of Bank of China International Limited pursuant to the terms
and conditions of the Acquisition Agreement

“Proposed Disposal”

the proposed disposal of Po Sang Securities Limited pursuant to the terms and
conditions of the Disposal Agreement

“‘PVBP”

Price Value of a Basis Point

“RMB” or “Renminbi”

Renminbi, the lawful currency of the PRC

“RC” the Risk Committee

“RMD” the Risk Management Department
“RWAs” Risk-weighted Assets

“SME” Small and Medium-sized Enterprise
“STC” Standardised (Credit Risk)

“Standard & Poor’s”

Standard & Poor’s Ratings Services

“Stock Exchange” or “Hong Kong Stock
Exchange”

The Stock Exchange of Hong Kong Limited

“the Group” the Bank and its subsidiaries collectively referred as the Group
“‘us” the United States of America
“VaR” Value at Risk
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